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INCENTIVE AND OUTPUT: A STATEMENT OF THE 
PLACE OF THE PERSONNEL MANAGER IN 
MODERN INDUSTRY’ 


I 


The work of the personnel manager may be seen in perspective 
by viewing him as one of the entrepreneur’s lieutenants in the task 
of “‘getting men to work together.” This task is, of course, per- 
formed in terms of the whole structure of our specialized industrial 
society. 

The Great War brought it sharply to our attention that 
“‘men work together.”’ In the war, all society worked at one 
definite, almost visible, task. In performing that task we soon 
found that modern war is no story of quickly prepared armies 
leaping from spring-boards to occasional battles. It involves 
welding together to accomplish an objective, all the people and 
all the forces of the nation concerned; its men, women, and 
children, its transportation, its mining, its forestry, its agricul- 
ture, its manufacture, its schools, its churches—everybody and 
everything. In time of war, men must work together. 


* An address delivered before the Convention of the Industrial Relations Asso- 
ciation of America, at Chicago, May 19, 1920. 
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But it is equally true that men must work together in time 
of peace. True, the objectives of peace are not so simple and 
tangible as those of war, and accordingly our co-operation is not 
so evident. The organization of our productive resources for 
the gratification of human wants is a much more vague and 
many-sided process than their organization for the slaughter of 
human beings. Partly because of this vagueness of peace-time 
objectives, we often fail to see clearly that the methods used to 
attain these objectives are similar to those used to attain the 
objectives of war. Men are brought to work together. 

If we lift our eyes from the labyrinth-like organization of 
present-day productive forces and look back through the cen- 
turies, we get a sense of perspective on our problems of incentive 
and output. 

Men worked together quite simply in the shop of the medieval 
craftsman. ‘To begin with, it was tool industry, and the simple 
technological processes involved were readily mastered. Any- 
one of average intelligence could, so far as the technology was 
concerned, become a competent workman and later rise to the 
direction of industry. Then, too, production was on a very 
small scale, being conducted by the craftsman in his home with, 
perhaps, two or three helpers, who might well live in the home 
of the master. The relationships between the craftsman and 
his helpers were frequently almost as personal as the modern 
relationships between father and son. Thus, both the charac- 
ter of the processes, the scale of the operations, and the human 
relationships made it a simple matter for men to work together 
in the medieval shop. 

If the organization within the shop was simple, so also was 
the co-ordination of the shop with the rest of society. The 
market for which the shop produced was typically local and 
personal. Sometimes the customer came to the shop and goods 
were made according to personal desires; sometimes the crafts- 
man carried his goods to the little town market and sold them 
to his neighbors; seldom was the relationship between producer 
and consumer an impersonal one; seldom were there inter- 
mediaries who had to be knitted into an economic organization. 
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Simple also was the social supervision of industrial activity. 
Social attitudes, church requirements, and governmental regula- 
tions were fixed largely by custom. Men absorbed this custom- 
ary control in the very air they breathed. They did not have 
to study it. It became a part of them without their being con- 
scious of it. We must not deceive ourselves concerning the 
implications of this simplicity. Life was meager, narrow, and 
mean. None of us would wish a return to such a life. We have 
examined it merely to see how simply and in what a personal 
way men worked together. 

Into this primitive industrial society there gradually crept 
forces making quietly but radically for change. The compass, 
gunpowder, the printing press, explorations and discoveries, 
colonization, the religious reformation, the new birth of art, 
literature, and science, the growth of individualism, the rise of 
strong central governments—these are some of the outstand- 
ing forces which freed men’s minds from customary control, 
developed the gain spirit, widened the market, increased speciali- 
zation, and paved the way for more complex forms of working 
together. Generation after generation the change continued, 
and finally there came in the eighteenth century that great 
explosion which we now call the Industrial Revolution. It blew 
to fragments the simple, personal co-operation of the past. 
This statement of fact is also a statement of the problem which 
confronts us today. The simple direct ways of working together 
have been blown to fragments. Can any of the fragments be 
restored? What new ways of working together can be devised 
which will be more in keeping with our modern complex, special- 
ized, impersonal, interdependent, gain-organized society ? 

Fundamentally, the problem of working together today is 
one of knitting together the specialists and specialized institu- 
tions of modern society. In the interests of increased produc- 
tive capacity we have specialized our capital, our technological 
processes, our workers, our knowledge, our management, our 
producing territories—everything. In the case of the workers, 
this has meant that the non-specialized worker of earlier ages has 
become the worker in a single ‘rade or occupation, as, for example, 
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the lawyer, the physician, or the all-round mechanic; and these, 
in their turn, have been split up into workers who concern them- 
selves with only one process of a trade or occupation, as, for 
example, the diagnostician, or the ordinary machinist; and 
these process specialists have, in their turn (provided the market 
has been wide enough to make it profitable), been split up into 
workers in detailed operations, such as the modern narrow machine 
specialist. Now, these thousands upon thousands of specialists 
must be knitted together into a great producing mechanism, if 
society is to gratify its wants and secure all those intangibles 
making for human progress. So also must the specialized 
capital, knowledge, and management be knitted together. 

All this is easily seen in the case of the operations within a 
plant. A child can see that the specialized workers, capital, and 
processes within a shoe factory must be organized into a produ- 
cing mechanism before shoes can be made. A child can visualize 
some of the tasks of the manager and his lieutenants in this 
connection. It is not so easy, however, to visualize the knitting 
together of the thousands of specialized plants and institutions 
of our society into a great, producing machine which takes in 
all society. As one method of visualizing this process, notice a 
few of the specialized plants which must be lined up to provide 
us with shoes. Beginning with the ranch (and not going back 
to the specialists who have provided the ranch with equipment), 
we can mention at once the packing house, the tannery, the 
leather merchants, the shoe factory, the wholesaler, and the 
retailer. Here is a range of specialized institutions lined up to 
accomplish one task. But some of the specialists in this range, 
for example the packing house and the tannery, are participating 
simultaneously in dozens of other ranges designed to accom- 
plish dozens of other tasks. Modern industrial society is there- 
fore a bewildering complex, a literal maze of criss-crossing, 
interacting ranges of specialized plants, filled with specialized 
workers, machines, and processes, reaching out to accomplish 
thousands of purposes. And this is but the beginning. All 
these ranges are criss-crossed and served by still other ranges of 
specialized functional middlemen like carriers, bankers, insur- 
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ance companies, or advertising agencies. All must, through 
social control and through the market, be welded into a balanced, 
want-giatifying machine, and woe is all society if the welding is 
seriously defective! 

In this there is nothing new. It is set forth merely to recall 
to our minds the conditions under which the modern manager 
and such lieutenants as the personnel manager, the sales manager, 
and the purchasing agent do their work. Whether wisely or un- 
wisely it matters little for the present discussion, society in its 
desire for product has intrusted the task of organizing for produc- 
tion to the entrepreneur, who may or may not be his own general 
manager, and the work of any of his lieutenants, as for example, 
the personnel manager, can be seen in true perspective only when 
this fact has been realized. The modern entrepreneur is no 
medieval craftsman applying simple technology; he demands 
aid from the best specialists our modern universities and schools 
of technology can provide. He is no small scale producer; his 
plant is so large that it is difficult to maintain much personal 
touch with the workers—so complex that ranges of specialists 
must assist him in controlling it. He is not working with two 
or three apprentices; he must organize into a producing unit 
hundreds and even thousands of specialized workers. He has 
no simple relationships with the rest of society; his market is 
nation-wide or even world-wide, and a complex marketing 
structure must be utilized. His financial administration must be 
largely in terms of the financial structure of society. Naturally, 
as our society is organized, he works largely in terms of the gain 
spirit. He works for his own gain, but we must not forget that 
he is society’s agent. Often he is a most unsatisfactory agent 
and often society exercises faulty control of him, but he is none 
the less an agent, assigned to the task of getting men to work 
together. For this, and for this only, he needs his lieutenants 
—and among them he needs the personnel manager. The per- 
sonnel manager who cannot see his task in such perspective lacks 
vision and understanding. He is a routine worker who ought, 
in the interests of all, to be demoted before he damages the 
delicate mechanisms of production. 
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I trust I have not unduly tried your patience with this 
account of what is involved in getting men to work together 
under the conditions of modern industry. Sometimes the 
obvious must be called to our attention just because its being 
obvious and commonplace tempts us to neglect its importance. 
The air which surrounds us is one of the commonplaces of life. 
In normal situations we never think of it. But if we are tem- 
porarily deprived of it, if it becomes foul, or if there blows a gale, 
the problems connected with our use of air become evident. So 
also with modern specialization. It is the veriest commonplace 
of our industrial life. When it works smoothly we seldom think 
of it. But if it becomes hard to carry out, if it fouls in opera- 
tion, if industrial unrest blows a gale, we quickly see that speciali- 
zation has two aspects. The first of these is differentiation, or 
division of tasks, out of which comes increased power of pro- 
duction. But this alone accomplishes nothing. There must go 
with this division of tasks a welding together, or unification, so 
that the increased productive power may be effectively applied. 
Specialists must be knitted together; men must be brought to 
work together both as parts of a plant and as parts of society. 
A portion of the responsibility for accomplishing this falls to the 
lot of the personnel manager. 


IT 


Society is vitally concerned in having men work together effect- 
ively. The causes of unsatisfactory output reach down through 
our whole producing structure. The competent personnel manager 
will determine the conditions precedent and prerequisite to satisfac- 
tory output and will administer personnel technique in terms of 
realizing these conditions. 

The events of recent years have brought out into clear relief 
the fact that it is important to have men work together effect- 
ively, that output, abundant, well-balanced output, is of vital 
interest to society. Now this is not a new truth. Output 
always has been and always will be essential to the onward 
march of society; output, not solely of material goods like shoes 
and potatoes, but also of services such as those of the artist or 
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the physician; output directed not alone to the gratification of 
what we call, loosely enough, our material wants, but directed 
as well to the development of all the finer qualities of heart and 
mind. Output is important to the progress of society as a 
whole. Properly controlled, it is important to the progress of 
every class of society. 

In our present feverish industrial condition it is not surprising 
that we hear threatening mouthings and bitter denunciations 
directed against those alleged to be responsible for our present 
inadequate output. The situation is bad—worse than usual; 
but it has always been bad enough and the responsibility, now, 
as always, is widespread. 

Part of this responsibility rests upon labor with its feelings 
of enmity toward capital, its suspicions and fears and distrust, 
its lack of initiative, its mental laziness, its lack of vision con- 
cerning the real issues of the case, its limitation of output, its 
occasional surrender to poor leadership. So also part of the 
responsibility rests upon capital and management with their 
feeling of enmity toward labor, their suspicions and fears and 
distrusts, their lack of initiative, their mental laziness, their lack 
of vision concerning the real issues of the case, their limitation 
of output, their occasional surrender to poor leadership. As 
between the two parties, the greater responsibility rests with 
capital and management, for after all, they have held the direct- 
ing power. It was their function to make researches into the 
problem; to plan effective organization; to develop appropriate 
incentives; to serve society as responsible stewards. 

And, unfortunately, part of the responsibility rests with our 
whole modern organization of society. In our impersonal 
knitting together of specialists, it is easy for distrust and fear 
and suspicion to arise; easy for each party to believe that it 
contributes more to the common weal and receives less return 
than does the other party; easy for beliefs to solidify into 
prejudices. We have done little to combat these prejudices. 
We have done little to instruct the modern specialists concern- 
ing their place and duties in society. There is almost no such 
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instruction on how our society is put together in our public- 
school system, which is our main reliance in such matters. As 
for instruction within the walls of industry, foreman-training 
courses are mainly courses in production technique, and other 
courses which deal with more than production technique are in 
their infancy. We have hardly made a beginning of getting 
men to see how they work together, and surely this vision must 
precede their working together effectively. 

Then, too, the organization of our society upon a competi- 
tive, gain-spirit basis, valuable in the main, leads to short- 
sighted policies and to confusion of issues. It is not infrequently 
true that gains to individuals flow from limitation of output and 
from other acts harmful to society. It is not infrequently true 
that short-sighted quest for gain leads to disregard of long-run 
human values. These seem to be penalties attached to our 
pecuniary organization of society. True, they are penalties 
which can be lightened or even abolished by effective social. 
control, but we have, not unnaturally, developed a healthy 
suspicion of the effectiveness of our instruments of social con- 
trol. Too commonly, social attitudes are manufactured; too 
commonly, supervision is stupid, negligent, or even harmful; 
too commonly, public service is prostituted to private gain. 

There is always a mournful interest in attempting to decide 
which is blacker, the pot or the kettle, but that alone is a futile 
performance. Our survey of the responsibility for inadequate 
output was undertaken, not to place blame, but to see, in per- 
spective, the task of the personnel manager who realizes that 
his function is that of aiding in getting men to work together 
effectively. He must understand the causes of inadequate out- 
put. He must set himself to the determination of the conditions 
of good output and then to the realization of those conditions, so 
far as in him lies. 

There are, of course, many possible ways of stating the con- 
ditions precedent and prerequisite to good output, and they 
obviously vary from case to case. Assuming as a type case a 
manufacturing and selling business, I submit the following ten- 


tative formulation of these conditions. ‘There should be: 
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1. Good physical location and good physical plant and equip- 
ment, both from the point of view of mechanical processes and 
from the point of view of their relationship to the workers. 

2. Good “‘human machines” both physically and mentally. 
This, of course, includes necessary training, and it applies to 
management as truly as to workers. 

3. Good development of ‘‘the will to do” in these human 
machines—which makes them far more than machines. 

4. Good organization and administration or control or effect- 
ive bringing together of persons and the things with which per- 
sons work. 

5. Good social environment, including in that term, not 
merely social attitudes and government, but also all economic 
and social institutions—the church, the school, the place of 
amusement, the trade union, the banking system, and a legion 
of others, with which the manager must work. 

Such a commonplace statement, drawn from the point of view 
of the general manager, may be of service to the personnel man 
if he but wills it so. It indicates, not only the general nature of 
his task, but also specific problems at which he may, with good 
strategy, direct his efforts. Stated another way, the work of 
the personnel manager, who is to be more than a routine tech- 
nician, may be put in these terms: 

1. He must first visualize his objective—that of getting men to 
work together effectively. 

2. He must formulate the conditions precedent to arriving 
at that objective, as for example, the five conditions just 
mentioned. 

3. He must decide upon the technical devices, ranging from 
ventilation to methods of wage payment, which will assist in 
bringing these conditions into being. 

4. He must (a) formulate and (b) set up his organization, 
doing so, not merely in terms of his own work, but also in terms 
of the work of the other lieutenants of the business. 

5. He must administer his organization with vision, with 
understanding of the character of his contribution to the great 
social task of getting men to work together effectively. 








L. C. MARSHALL 


Ill 


Sound incentives must be used to bring men to work together 
effectively. Here, the personnel manager must know more than a 
list of technical devices. He must appreciate the whole setting of 
the relationship of incentive to output, both historically and psycho- 
logically, if he is really to unlock the “‘will to do.” 

The preceding statement of the work of the personnel man- 
ager shows that he is concerned with a range of tasks; that his 
relationship to the ‘‘will to do” is but one of his relationships. 
There is a strong temptation to turn aside to discuss these various 
relationships but, after all, they are not complex, once the 
problem has been seen as a whole, and I may not, in this paper, 
paint in more background than is needed for a discussion of 
incentives for men to work together effectively. 

It would be simple, and as futile as it is simple, to make lists 
of the various kinds of incentives available for modern industry 
—financial, non-financial, direct, indirect, present, deferred, and 
all the rest of them—and then make corresponding lists of the 
technical devices, which could be utilized in calling these incen- 
tives into operation. But it is the spirit, not technical devices, 
that giveth life. A veritable master of technique could readily 
make motivation in modern industry a hissing and a by-word if 
he did not see his task in terms of the whole social and industrial 
situation. Good technique is important, I am by no means 
scornful of it, but just now I am concerned with getting a sense 
of perspective concerning its use. 

It will aid in getting this perspective to see the stages through 
which ‘incentive and output’? have passed in the history of 
Western industrialism. For convenience in discussion I shall 
speak of three stages: first, the stage of simple industry, beginning 
in the medieval period and extending to the time of the industrial 
revolution, that is to say to the latter part of the eighteenth 
century; second, the ¢ransitional stage, comprising the first 
hundred years or first phase of the industrial revolution; and 
third, the current stage, covering the last generation or two of 
our history which is sometimes called the second phase of the 
Industrial Revolution. 
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Our earlier picture of the stage of simple industry, where 
two or three apprentices worked for the master and where an 
established procedure drawn on the basis of time spent and 
achievement provided for promotion from apprentice to jour- 
neyman and from journeyman to master, provides a setting for 
an appreciation of the application of incentives in that simple 
society. 

It was easy and natural for the worker of that time to develop 
a pride in workmanship—easy for him to gratify his ‘“‘creative 
instinct.”” He owned and cared for the tools with which he 
worked and had an owning craftsman’s pride in those tools. He 
owned the product, or at the very least had intimate personal 
relationships with the owner, and there was accordingly both 
pride of ownership and a direct visible connection between the 
amount of output and the amount of reward. He worked 
through various stages of production in an intimate way so that 
he saw his work actually developing under his hands and could 
feel that he was expressing his personality through his product. 
The product was typically disposed of to friends and acquaintances 
so that reputation and standing in the community attached to his 
workmanship. He saw an almost automatic method of rising to 
the direction of industry so that hope and expectation and realiza- 
tion were closely connected if indeed they were not one. His 
position in society was certain and readily understood. And 
finally custom’s firm grip upon his mind kept him free from soul- 
torturing questionings concerning his status. The picture had 
its darker side as well. Mental horizons were narrow; mental 
furniture was meager and bare. The brighter side is here pre- 
sented not to portray a state to which we could tolerate return, 
but to give us a comparative basis for the study of present-day 
incentives. 

What we have called the transitional stage (running, let us 
say, from 1750 to 1860 or 1880) began with the Industrial Revo- 
lution, a term that connotes modern specialized, impersonal, 
large-scale, technological industry. For generations prior to the 
opening of this transitional stage the market had been widening, 
the demand for output had been growing. Partly as a result of 
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this enlarging market there came forth the power-driven machine 
and a tremendous increase of productive capacity. But this 
increased productive capacity did not sate the market. Oddly 
enough the market expanded still more rapidly, so rapidly indeed 
that it outran production. In part, this was due to the influence 
of machine industry itself, as expressed in the steamship, the rail- 
road, and later the telegraph and the telephone in enlarging the 
area of the market. In part, it was due to the fact that this 
transitional period marked the opening up of great stretches of 
the world to the use of man—South America, Africa, Australia, 
and our own Middle West, the greatest consuming market the 
world has ever known. In part it was due to the most rapid 
increase of population the world has known, a population, too, 
with an ever-rising standard of consumption. 

For all these reasons the transitional period (1750-1880) is 
marked by an ever-increasing hunger for output, for output at 
almost any cost, and, as always, our industrial structure was 
adjusted to the situation. It so happened that the deliberate 
and conscious part of that adjustment was worked out largely 
on the technological side as contrasted with the personnel side 
of industry. The reasons for this are easy to see. The results 
of an improvement in processing were visible and tangible and 
the manager could measure the gain at once in dollars, whereas 
attention to personnel meant results far less tangible and measur- 
able. Moreover, the sciences, basic to improvement in tech- 
nology had had considerable development whereas the social 
sciences basic to personnel work are of a later time. Again, 
except for the period culminating in the ephemeral organizations 
of 1835 and 1836, labor was docile and not inclined to force 
attention to the terms and conditions attached to its contribu- 
tion to productivity. It is not surprising therefore that in this 
transitional period the hunger for output led to the development 
of schools of technology, such as schools of engineering, mining, 
agriculture, and to the establishment of the so-called private busi- 
ness colleges concerned with the clerical techniques of adminis- 
tration such as bookkeeping, penmanship and stenography, 
rather than to the study of intelligent handling of personnel. 
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But this does not mean that industrial and social forces affect- 
ing personnel had been inoperative. Without management being 
aware of it, tremendous changes had occurred, changes whose 
consequences were to be felt most seriously in the later period. 
In general terms, through default of real attention to the prob- 
lem, wage had been allowed to become the chief, almost the sole, 
incentive for the worker. Pride in workmanship and ability to 
gratify the creative instinct had waned. No longer owning the 
instruments of work, he no longer had a craftsman’s pride in 
them, and shortsighted management provided no substitutes. 
No longer owning the product, he no longer had a pride of owner- 
ship and except for the piece worker (and we know how the piece 
worker fared in rate cutting) the connection between output 
and reward was not close. Working now mainly in detailed 
specialized operations and no longer working with simple tools, 
he could not see the work developing under his hands and could 
not feel that he was expressing his personality through his 
product. No longer disposing of his product in a personal way 
to a local group, his community standing became that of an 
impersonal factory hand. No longer in a simple society where 
his status was largely fixed by custom and where he saw without 
reflection his contribution to social weal, his pride of responsible 
position was weakened, and neither management nor society 
saw the wisdom of restoring it. Of all the incentives of the 
earlier period, wage and wage alone grew in importance, and 
it is, speaking accurately, a technical device rather than an 
incentive. 

And, unfortunately (unfortunately because the experience 
gives a false sense of accomplishment and security to many 
present-day managers) wage, as the prime incentive, seemed to 
secure satisfactory results. This was only in the seeming. The 
truth is that the mental attitudes of masses of people changed 
but slowly under the conditions of that time. The traditions of 
simple industry still ruled. Men still had pride in work. There 
still clung to men’s minds the individualistic theory of abundant 
opportunity to rise, a theory nourished by the existence of the 
frontier and by rapidly expanding industry. Furthermore, 
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although the grip of custom on men’s minds had been loosened, 
its place had been taken by a natural-rights or natural-order 
philosophy which induced an optimistic outlook upon the work- 
ings of competitive industrialism. The transitional period was 
one of increased output, not because wage was an entirely satis- 
factory incentive, but because the loss of conditions which pro- 
vided other incentives had not been fully realized. Social 
attitudes had not kept pace with rapidly changing industry. 
And now we come to the current phase of the history of out- 
put and incentive—the period of the last two generations. 
Gradually the relationship between productive capacity and the 
absorbing capacity of the market shifted. Partly because of 
the great productive gains flowing from improved technology 
in an industrial régime in which incentive, though greatly 
changed, had not yet materially weakened; partly because of a 
checking of the rate of increase of population; partly because 
the new regions of the world were becoming fairly well exploited, 
the rate of increase of productive capacity began to outrun the 
rate of increase of the market. The time is not difficult to locate 
historically. It was heralded by a series of events. Since 
markets must be eagerly searched for, the ‘‘orthodox’’ system 
of distribution—manufacturers to wholesaler to retailer to con- 
sumer—which was so satisfactory when the market was seeking 
the producer had its hold challenged by devices aimed at enabling 
the producer to strengthen his grip upon the consumer, and the 
‘“commercial revolution,’ with its mail-order houses, its national 
advertising, its chain stores, and its direct selling, is now upon 
us. The trust movement, aimed partly at economies of pro- 
duction but primarily at control of distribution, came into being. 
The scientific management movement sought lower costs of pro- 
duction through increased and better application of technology 
to industry, through increased specialization in management, 
through better location of individual responsibility and through 
better methods of wage payment (notice the implication that 
all was not well with the wage incentive). Nations drifted into 
imperialism and finally into war in the struggle for markets. 
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In this hurly-burly of changing industrial conditions one 
thing stands out clearly for our purposes. The tightening of 
markets did not mean that the producer could reduce his out- 
put. On the contrary, because of large-scale production and the 
presence of enormous overhead costs, he sought means of increas- 
ing his output, but it was now imperative that this output should 
be at decreased cost. ‘The present temporary condition in which 
output at any cost is again fashionable ought not deceive us. 
Waving aside temporary fluctuations, we are in that stage of 
modern industrialism in which attention must be given to costs. 
The day of scientific management, cost accounting, careful pur- 
chasing, scientific location, and sales stimulation is not over. It 
has not even reached its noon. 

The developments in the field of incentives paralleling this 
new attention to output have been striking. I do not refer 
particularly to the spectacular happenings of the last few years, 
for these spectacular events are really not as full of meaning for 
us as the homely happenings which preceded them. The chaotic 
conditions resulting from the Great War must not be allowed to 
obscure our view of the general movement of modern industrial- 
ism, if we are to have a cool judgment concerning which of these 
present conditions are flowing with the current and which are 
eddies and cross-currents. 

As much as forty years ago there had clearly emerged, for 
those who cared to see, a strong suspicion shared by both workers 
and management that all was not well with wage as a sole 
incentive. Towne and Taylor, who sensed many things ahead 
of their time, saw the situation. It is no accident that one of 
Taylor’s early contributions concerned itself with methods of 
wage payment and that he sought, at least, a wage which was 
“psychologically correct.”” Others in the management group 
saw it also, but few so clearly. In a bewildered, trial-and-error 
way they tinkered with other devices—with profit sharing, with 
welfare work, with this and that miscellaneous practice—and 
their tinkering was a confession of the inadequacy of the wage 
incentive acting alone or largely alone. The ‘‘will to do”’ that 
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meant increased output at lowered cost of production was not 
present among the workers. 

And this might have been expected. The spectacular 
events, for example, the trust movement and the passing of the 
frontier, which marked the coming in of our current stage of 
industrialism sank into the minds of the workers as a warning 
that the day of automatic and easy rise to responsible positions 
had really passed. There came to them a realization of what 
the forces of the Industrial Revolution had, unguided, wrought. 
And they were not minded to acquiesce, for belief in a beneficent 
‘natural order” of things had yielded, thanks to the influence 
of Darwin, to an evolutionary philosophy which demanded 
improvement and it yielded the more readily because many 
happenings had, as we have seen, engendered distrust, suspicion, 
and fear. In default of intelligent action by either management 
or society, the workers turned naturally and properly to a device 
of their own with which they had long experimented—tthe union. 
That their earlier, and indeed their present, demands were for- 
mulated in terms of the gain spirit which seemed to them the 
characteristic thing in industry, that they sought and still do 
seek more wages, and more and more, deceives no one who 
watches other than surface indications. Wage alone will not 
bring contentment in such an impersonal specialized society as 
ours. Wage alone cannot bring men to work together effectively. 
It, unaided, will not remove sourness, suspicion, and hostility. 
Powerful as it is, valuable as it is when wisely used, it must be 
linked with forces making for pride of workmanship, interest in 
work, knowledge of worth-whileness to society, security of 
economic and social position, and sense of responsibility, before 
we shall unlock those vast resources of human energy which now 
lie dormant because we have not given thought to the fashioning 
of keys which will free ‘‘the will to do.” 

Let us not deceive ourselves concerning the significance of 
this ‘‘will to do.”’ It involves no mere unthinking performance 
of “an honest day’s work,” whatever that may mean. It 
implies the calling forth of those latent powers which emerge in 
the joy of doing, and doing understandingly—in the joy of intelli- 
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gent service. The magnitude of those latent powers we cannot 
even guess, though hints have been given each of us in our own 
experiences, and the sense of waste is appalling when we reflect 
that such powers grow by utilization. Perhaps, both inside and 
outside the factory, we are not now realizing on one-quarter of 
the human resources which would be called into being if men 
worked together understandingly with a real ‘‘ will to do’’—per- 
haps not one-tenth, perhaps not one-twentieth. Who knows? 
We merely know that the waste is enormous. 

Let us not deceive ourselves, either, concerning the difficulties 
involved in calling forth this will todo. Generations of sour dis- 
trust must be lived down and that cannot happen until the 
sources of distrust have been removed. Even after the sources 
of distrust have been removed, there must yet come understand- 
ing, and this involves both knowledge and appreciation of the 
place of industry and of specialists in social progress. Not only 
are the difficulties great, but co-operation in solving them will 
come grudgingly. The prevailing attitude of hard-headed 
management is doubtful, if not frankly antagonistic, toward 
such an enterprise. The prevailing indifference of society at 
large (witness the lack, in our elementary and secondary-school 
systems, of studies leading to an understanding of our social 
relationships) bodes ill for effective co-operation by society, 
notwithstanding the present hectic interest in ‘‘ Americaniza- 
tion.”” The prevailing attitude of the worker, one of indifference 
tempered with distrust and hostility, means much cultivation 
before even seeds can be sown. Nevertheless, the game is worth 
the candle. Even if he can make but a few staggering steps 
toward the ultimate goal, the personnel manager must keep it 
before him. Men must be brought to work together effectively, 
and full effectiveness can come only with the will todo. Admin- 
istration of incentives must be in terms of that outstanding fact. 


IV 


Personnel work has consisted too largely of unco-ordinated 
miscellaneous practices. If the work were conceived more in terms 
of large business and social objectives, it would be performed with 
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greater sense of proportion and perspective, with better co-ordination 
with the rest of the producing mechanism, with more humility and 
open-mindedness, and with greater promise of future usefulness. 

If you will allow me to put to one side a handful of honorable 
exceptions it is well within the limits of truth to say that our 
leaders of industry have not yet seen the situation as a unified 
whole. The handling of personnel is a welter of miscellaneous 
practices—some of them excellent; some of them quackery; all 
of them needing to be sorted and the good ones knitted into a 
coherent system (or systems) with objectives clearly defined. 
Let me recall to your minds a list of terms: profit sharing, 
vestibule school, home ownership, bonus plans, pension system, 
suggestion system, lunch rooms, sanitation, transfer, promotion, 
Americanization, foremen’s training, safety, health, protection, 
community activities, apprentice school, fatigue elimination, shop 
committees, employee’s representation, plant paper, stock owner- 
ship, attendance records, restrooms. As you well know, this is 
the veriest beginning of the practices of the day. Now let me 
ask you in how many plants any or all of these devices have 
been introduced as parts of a coherent, well-matured, fully 
co-ordinated, long-run plan? How many plants have weighed 
the relative worth of the various devices in terms of their con- 
tribution to some large constructive program ? 

It is the contention of this paper that the time has arrived 
when it is possible to do more than make hectic gestures in the 
direction of piece-meal solutions. Personnel policies should knit 
together personnel practices. Organization charts of personnel 
administration should either be drawn in terms of purposes, or 
should be accompanied by a statement of purposes, so that no 
one can mistake form for spirit. An objective must be set; the 
conditions of attaining that objective must be visualized; per- 
sonnel practices must be judged, introduced, rejected, modified, 
co-ordinated, with the objective ever in mind. I have ventured 
to state the objective as that of getting men to work together 
effectively both in terms of their work inside a plant and in 
terms of the co-ordination of our whole social machine. To 
relieve such an objective of vagueness as a guide for individual 
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action, I have ventured to outline the conditions precedent to 
such effective working together, using as my illustrative case 
an ordinary manufacturing and selling business. I submit that 
personnel work can be administered as a coherent whole, in an 
understanding way, only in terms of some such statement, 
though I hold no brief for this particular formulation. 

Let us assume the adoption of some such point of view and 
then reflect upon its consequences. 

In the first place, personnel work ceases to be a congeries of 
unco-ordinated, miscellaneous labor practices. A unifying 
thread—indeed, it is sadly needed backbone—is present with a 
resultant tremendous increase in effectiveness. The gain is 
not confined to the mere articulation of personnel work. This 
articulated agency has before it a straight road to travel; it no 
longer flounders about the fields. This means that the progress 
of personnel work in a business becomes measurable; achieve- 
ments can be set over against expenditures in a somewhat 
definite way. Furthermore, since there is a road to travel, it 
becomes possible to tell when personnel work is “‘off the road.” 
In other words, a sense of balance and proportion is attained. 
One can even picture a personnel manager who is not frantically 
absorbed in calculations of the waxing and waning of the Ameri- 
can Federation of Labor; who is not gulled by the latest fad in 
employee representation, profit sharing, or other mere mechan- 
isms and devices; who has a vision reaching beyond the ephem- 
eral happenings of today to solid, long-run achievements. But 
these things will not take place until miscellaneous labor practices 
have yielded to definite labor policies. 

In the second place, a clear light is thrown on the position of 
personnel work in the business organization. Although in rela- 
tive importance it ranks second to none of the functions of busi- 
ness management, clearly it does not stand by itself. It is, on 
the contrary, a pervasive, interweaving part of our whole social 
productive scheme, both within and without the factory walls. 
The manager of personnel exists to help men to work together 
effectively. His job is not one of antagonism to production nor 
one of thwarting production officials. He ought to strengthen, 
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not cripple, the orthodox line functionaries. He cannot, in 
foolish pride of position, build up “‘his organization” to under- 
mine the powers and responsibilities of others; rather he must 
conceive of the entire organization of the plant as “his organi- 
zation,” directed ever toward effective co-operation. Not 
infrequently his best results follow upon apparent self-effacement, 
the self-effacement of the competent man with a sure under- 
standing of the tasks of those with whom he co-operates and 
with a serene awareness that his strength in the councils of the 
firm grows in direct proportion to his contribution to the 
strength of others. This point has added significance in these 
days of industrial instability. In not a few cases the personnel 
manager, seeking for the empty symbols of power, has chosen a 
course of action tending to discredit the line officials. The 
result has been added instability, and ultimate discrediting of 
the value of personnel work. This could hardly have happened 
if the personnel manager had seen his task in true perspective 
and had possessed pride in opportunity rather than pride of 
position. 

And there is a third point. The conception of the personnel 
manager’s task as one directed at the objective of getting men 
to work together effectively and as one which can be worked out 
in terms of definite conditions of abundant output in a given 
plant, leads on to an awareness of how little we really know con- 
cerning those conditions. In other words, the research activities 
of personnel work are today quite as important as the adminis- 
trative activities. It is not necessary to review each of the 
conditions of abundant output in order to reveal our ignorance. 
Few will require evidence to convince that we have made the 
merest beginnings of scientific knowledge concerning good physi- 
cal location, good physical plant and equipment, good human 
machines, both mentally and physically, good ‘‘ will to do,”’ good 
organization and administration, good social environment. It 
so happens that our knowledge is particularly limited in the 
field with which this discussion is largely concerned—the develop- 
ment of a good “will to do,” but in all these fields there lies 
challenge to our keenest thought. 
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To begin with, we know very little concerning the psycho- 
logical nature of man in terms of the effectiveness of various 
incentives. True, there are frequent oracular utterances on 
this subject by successful business men—utterances which seem, 
upon analysis, to ‘‘carry” primarily because of the dollars behind 
them. There is also some preliminary work which has been 
done in the field of instincts, but the well-poised psychologists 
of today will tell us that the deeps of human motivation are 
still uncharted. 

Furthermore, our knowledge is equally limited with respect 
to the appropriate use of technical devices, designed to call the 
will to do into being. Wage is generally regarded as the main 
device, but what do we really know about methods of wage pay- 
ment? We know that the various methods are worked out in 
terms of a basic rate, but what is the right basic rate—right in 
terms of calling forth the will to do? Isit the current rate in the 
community? Suppose the current rate is not sufficient to 
shelter, clothe, and nourish the worker to the point where he is a 
good physical machine; will it not pay both society and the man- 
ager to lift that current rate to a physical efficiency basis? And 
what is a physical efficiency basis? When it is attained, may it 
not pay society and the manager to go beyond it if that calls 
forth the will to do? What is the current rate of wages, any- 
how, but a resultant of social forces, some of which are woe- 
fully inefficient, not to say positively harmful? But perhaps the 
right wage is a function of the manager’s costs. What does the 
average manager know about his costs and especially about 
the causes and conditions lying back of those costs? Even 
when he does know, does what he can afford to pay give any 
conclusive finding with respect to what he ought to pay to call 
forth the will to do? But perhaps the right wage is a function 
of a good standard of living. At the best, would this do more 
than guide to the right minimum wage? And what is a good 
standard of living? Does it mean a good standard for a single 
worker, or for a family of three, or of five, or of fifteen? And 
what does ‘“‘good standard’? mean anyway? We shall do 
well to admit that we are in the stage of elementary thinking 
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concerning wage payment as a constructive force in industry. 
Neither our economists, nor our psychologists, nor our uplifters, 
nor our hard-headed business men have solved the problem. 
Barely have they stated it. 

What is true of wage payment is equally true of the other 
technical devices for developing the will to do. Most of them 
are in the experimental stage and there they are likely, with 
minor improvements, to remain until more progress has been 
made in our understanding of the psychological nature of man. 
What is true in the field of the will to do is almost equally true 
in the other fields connected with abundant output. We are 
in the merest beginnings of exact knowledge of such matters and 
research is a vital necessity. 

The existence of this organization, the Industrial Relations 
Association of America, and the interest attaching to its activities 
are signs of the times. They indicate a change of emphasis. 
The great importance of the technological processes of industry 
is still recognized. But there is to be, in addition, an increased 
attention to the human side of industry. It was made inevitable 
by the development of the social sciences, by the spread of an 
evolutionary democratic philosophy, by the growth of general 
education, by the rise of a new spirit among the workers, and 
by the necessity of lower costs in industry. In response to these 
developments there has appeared in industry a new functionary, 
the personnel manager. ‘The duties which have been sketched 
as falling to his lot are not duties appropriately bestowed upon 
a weakling or upon a clerk whose soul has no aspirations beyond 
blanks, forms, and boot-licking. They are the duties of a full- 
grown man who sees that his position is at the strategic point 
of industry, since persons enter into all processes, and who 
accordingly realizes that he, more than any other lieutenant in 
industry, must contribute to al] the conditions precedent to 
abundant output. They are duties calling for a kind of adminis- 
trative vision which may almost be called statesmanlike, for 
they are closely connected with the welfare of all society. The 
greatest challenge of the day is before the manager of personnel. 
May he measure up to his opportunities! J. C MarsHaLL 


UNIVERSITY OF CHICAGO 




















THE TEACHING OF ECONOMICS AGAIN* 


The round table discussion on the teaching of economics, held 
during the 1919 meetings of the American Economic Association, 
may be taken as evidence that the subject has perennial interest, 
especially to the constantly increasing numbers of younger econo- 
mists who have not been as yet deeply stamped by traditional 
aims and methods or become blasé from long-continued lecturing 
and quizzing in Economics 1. Unfortunately the round table 
discussions are but meagerly reported. Judging from the report,? 
however, they hinged on matters of mechanical detail, especially 
the problems involved in handling the hordes of students who have 
swarmed into the introductory course, and dealt scarcely at all 
with the larger aspects of aims, organization, and adaptation, 
to which not only the general economic and social movement in 
the world at large but the great influx of students and the deepening 
interest in economic problems would seem to require renewed 
serious attention. Since the conferences on the teaching of 
economics held in Chicago in 1909 and 1911, the Harvard investiga- 
tion is the only outstanding attempt to canvass the larger problems 
involved in the organization, functions, and methods of economics 
departments and economics teaching.’ 

Even the Harvard investigation, however, shows unmistakable 
signs of having at times got lost in a morass of meaningless statistics 
and attention to mechanical detail. In spite of this defect it is 
perhaps the most noteworthy contribution to the subject yet made. 
It is unified—not a series of disconnected papers; it is objective 

*The Teaching of Economics in Harvard University (Harvard Studies in Edu- 
cation, Vol. II). A report presented by the Division of Education at the request 
of the Department of Economics. Cambridge: Harvard University Press, 1917. Pp. 
xiii+ 248. 


2 American Economic Review Supplement, March, 1920, pp. 214, 215. 


3 The papers and discussion of the first meeting of the Association of Collegiate 
Schools of Business should not be overlooked, however. See Journal of Political 
Economy, February, 1920. 
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and disinterested, and consequently free from the taint of opiniona- 
tion, and above all it attacks the problem with the breadth of 
educational insight and perspective which we should expect from 
a group of educational experts. It is no mere fortuitous result, 
therefore, that it devotes much attention to the aims of economics 
teaching and canvasses the actual situation in the light of aims, 
actual and ideal. It is also representative, as the Preface notes, 
of a unique event in American education, for it is apparently the 
first instance in which one university department has asked another 
toinvestigate it. It is also an outstanding, if not a unique, instance 
in which an entire department has been conscious enough of 
pedagogical problems (a type of problem commonly thought to 
be meant only for public-school and normal teachers) to wish some 
external and alien authority to conduct an unrestricted inquisition. 
Such an inquiry most certainly would reveal in any university 
department in America (not excepting education departments) 
more or less noteworthy deficiencies in meeting the demands of 
good teaching. Its findings may be in part significant only for 
Harvard, but where they are worth while—in certain particulars 
they are not, in the present writer’s estimation—they will, if given 
the attention they deserve, assuredly prove productively suggestive 
for other colleges and universities as well. 

It is at least open to suggestion that the present unsettled state 
of the world’s economic life, the rapid movement in industrial 
reorganization, the redoubled questioning of economic principles, 
tenets, and crochets, and the unsettled and unsatisfactory, if not 
actually disorganized and chaotic, state of economic theory, all 
render desirable, if not mandatory, a searching reanalysis, and 
probably some really radical reorganization, of aims, methods, 
curricula, and course-content of our social science departments. 
Some such thought as this must be accepted as reason enough for 
an extended, though belated, review of the volume before us. 

In spite of the fact that a considerable portion of the report is 
devoted to matters of mechanical detail, we may regard functional 
organization as its keynote, although this expression is nowhere 
used. And the functional organization considered is that of 
teaching. Research, publication, and extra-mural activities on the 
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part of faculty members do not come within the scope of the 
inquiry. The task of organization for the efficient functioning of 
social-science teaching in the educational process involves the 
organization (a) of courses, (6) of the Department of Economics 
curriculum, (c) of the interrelation and sequence of courses, etc., 
in the Division of History, Government, and Economics. 

The indispensable basis of and guide to functional organization 
is aim or purpose. This the report fully emphasizes, and by far 
the best parts of it are those dealing with aims. To a large extent 
aims determine methods; and discussion of methods, whether of 
departmental organization or the conduct of class exercises, is 
sure to be inconclusive and unconvincing unless based upon an 
understanding, if not an agreement, as to aims. It does not follow, 
however, that any and every sort of aim, however definitely 
conceived by the teacher, will serve as basis for an effective method 
in teaching economics—or any other social science. At least three 
factors are involved in the functional teaching of economics— 
the nature of the subject, the capacity and personality of the 
teacher, and the student; and the last is by no means the least 
important factor. For no aim and no method will function if it 
does not engage the real interest of the student; not interest in 
grades, nor in the subject per se, nor yet again in the personality 
of the teacher, but interest in the subject and the teacher’s presenta- 
tion of it, in relation to the contribution it is consciously conceived 
(either on faith or by demonstration) to be able to make to the 
students’ relation to life and society. This functional character 
of courses and teaching may be in the nature of an opportunity 
merely to satisfy a thirst for knowledge (curiosity). Ifso, however, 
experience shows that it will not be of great importance as a motive 
among American college students of the present generation. It 
may have reference to good citizenship and still be of somewhat 
doubtful force. It may conceivably be an opportunity to satisfy 
desire for distinction through “culture.” But in the main the 
teaching of economics, as of other subjects, will be productive of 
real results, in student interest and study, in about the proportion 
that some sort of actual or potential vocational or “‘life-career” 
function is felt to be inherent in it. 
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Just here two important points of damaging criticism stand out 
with regard to the teaching of economics at Harvard, and, by 
unavoidable implication, probably at other places. Most members 
of the instructing staff were hazy in their description of the aims 
of their respective courses; and, to a certain degree, the courses 
are said not to be “real” to the student. On these points the 
report speaks in no uncertain terms. The Education Department 
skilfully seizes the opportunity to whip American undergraduate 
education in general over the shoulder of economics instruction in 
particular. 

College teaching tends to present all subjects from a scientific point of 
view; it is likely to be academic—and the teaching of economics escapes neither 
the advantages nor the disadvantages of the tendency. It expounds to 
inexperienced young men theories and masses of information before they have 
become acquainted in any personal way with the elementary facts, processes, 
and situations with which the subject deals. It requires a great deal of listening 
and reading, and very little observation, practical judgment, or active decision. 
Its issues are not significant at the moment: they induce effort to make them 
clear only for the immediate purpose of passing examinations or presenting 
good theses. .... 

College teaching . . . . tends to the disconnected. .. . . This tendency the 
Division of History, Government, and Economics is already vigorously com- 
batting by its recent adoption of divisional examinations and tutorial instruc- 
tion. But even the new scheme runs the risk of remaining artificial if the 
schedules it involves are made without clear reference to the purpose of the 
students who elect to follow them—without reference, that is, to the legitimate 
outcome of any schedule in practical activity or further study [pp. 11-13]. 


Partly because of this emphasis on subject, and concentration 
by subjects and departments, to the resultant (at least partial) 
failure to utilize the vocational motive—partly, also, because 
“college teaching tends to miss the individual”—there loomed 
“larger and more impressive throughout the inspection” the con- 
clusion ‘that college teaching too often fails to reach the student” 
(p. 14). 

This conclusion flows from the inquiry into instructors’ aims, and 
from a large number of answers to questionnaires sent to students 
and alumni. While the alumni answers relate mostly to methods, 
and are in any case for various reasons not to be taken too seriously, 
a study of the published material from the students and the analysis 
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of instructors’ statements of aim reinforces the conviction that aim 
or purpose is the fulcrum upon which efficient economics teaching 
turns. 

The aims given by the eight instructors who answered the 
committee’s letter of inquiry (sent out in 1913) leave much to be 
desired, at least from the functional point of view adumbrated 
above. ‘‘Some of the letters state or imply that the instructor 
had not previously given definite form to the aims of his courses.” 
The replies, as well as the drift of testimony from questionnaires 
and visits, ‘“‘provide no evidence . . . . of a consistent and clearly 
enunciated educational policy, in the light of which the aims of 
particular courses may be stated”’ (p. 17). 

The committee endeavors to exonerate the instructors from 
addiction to the discarded “‘formal discipline” theory, but its own 
analysis of the statements of aims (pp. 19-32), as well as the sum- 
mary of instructors’ aims (pp. 101, 102), seems to suggest that the 
old theory is very close at hand. There is little indication that 
the formulation of aims was made with any remoter object or 
contingency in mind than the immediate juxtaposition of teacher, 
student, and subject-matter. The phrases “critical analysis,” “inde- 
pendent thinking,” “analytical judgment,” appear repeatedly. 
They connote, of course, immediate aims which every teacher 
of economics (and of most other subjects) would instantly acquiesce 
in as necessary and desirable—a matter of course, in fact—in all 
education. But they suggest nothing as to the purpose of all this 
analytical judgment or cogent reasoning power. By themselves 
they represent the acme of scholasticism—scholarship for scholar- 
ship’s sake. 

The statements as a group . . . . convey the impression that the work is 
organized primarily to cover the field, never, to be sure, without reference to 
the uses of knowledge, insight, and technical skill, but without ruling interest 
in the situations in which the student will find himself outside of college. 
The fact that the student will be an active participant in economic life is not 
ignored; but the main picture . . . . isof one whose need is first of all for system- 
atic or scientific knowledge. There is no lack of reference to the student, nor 
to the qualifications he must have to be successful in the work of the courses. 
There is less reference to the question, what will he use his achievement in the 
courses for? (p. 21). 











740 A. B. WOLFE 


The deficiencies here suggested are of course not peculiar 
to the Harvard Economics Department (even if it may not by this 
time have removed them); they are vital shortcomings of American 
undergraduate education in general. Lack of functional aim, 
definite enough to be real, may be set down as the fundamental 
cause for the low efficiency of our colleges. And this deficiency 
is to be attributed largely to the academic “‘cultural” tradition 
which still maintains a strangle hold on many otherwise efficient 
faculties. Functional aim may be present in individual courses 
or even in individual departments, but it cannot reach its normal 
influence unless there is consciousness of it and agreement as to what 
it is in the several related departments, and indeed in the institution 
as a whole. 

As the report says, “The problem concerns not single courses 
only, but the whole curriculum of the student in the given field.” 
Where, as at Harvard, the principles of concentration and dis- 
tribution of elections and the divisional examination have been 
established, the bearing of cordial correlation and substantial agree- 
ment as to functional aim is evident. 

The question is, From what point of view shall those comprehensive aims 
be stated which are to govern the conduct of the total offering of undergraduate 
instruction in economics? (p. 22). 


The committee finds that the courses in economics are not 
as a whole directed toward vocations. Neither is there any clear 
indication that preparation for participation in political, philan- 
thropic, and governmental activity is the dominant aim. (This 
is perhaps the reason why, in some places, the field of economics 
is constantly being encroached upon by departments of govern- 
ment and business administration, with their aggressive functional 
aims as backing.) 

The report proceeds, in a passage of great cogency, to its verdict 
against general cultural aims as sufficient to economics courses. 
It does not prescribe the vocational aim to the exclusion of others, 
nor does it give evidence that its definition of vocation, if given, 
would be narrow. Its conclusion we can agree with: 


The purely cultural aim is too indefinite to be accepted as the complete 
and sufficient purpose of a college education in which such a subject as econom- 
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ics is to have any considerable part. . . . . Direct preparation both for vocation 
and for general social service would appear also properly to enter as a factor in 
the aims of instruction [p. 26]. 


The discussion of aims—most valuable part of the report as it 
is—still leaves something to be desired in the way of more definitely 
constructive suggestion as to aims in economics teaching at the 
present juncture in the social movement. If the economists are a 
bit lacking in educational technique, the pedagogues are (avowedly) 
deficient in intimate knowledge of economics and of the specific 
problems confronting economics teachers the moment they make 
serious attempt to ‘‘connect up” their teaching with the real life 
of today. 

The cultural aim—at least as the undergraduate is likely to 
understand “culture’’—is not only inadequate but may be posi- 
tively vicious." The vocational aim, on the other hand, has too 
frequently degenerated into a pursuit of pecuniary privilege, 
materialistic and commercial, in the bad sense of both terms. 
The vocational aim may be mere superficial temporizing with things 
as they are—at its worst leading to training for ‘‘the predatory 
culture.”” The teacher of economics worthy of his hire will not 
be content with such an end and purpose to his work. 

The committee avers that ‘“‘college teaching tends to present 
all subjects from a scientific point of view.” Perhaps it does, but 
the ‘scientific’? tendency is sometimes rather tenuous, even in 
economics. The prime characteristic of science is factual objectivity 
—to see things as they are. That is the alpha of scientific method. 
The rest is logic and ethics. The first commandment to be laid 
on economists is today, as never before, to see economic fact as it 
is. And never was the task more difficult—so difficult that it is 
a question whether most men and women who got their academic 
training and economic intellectual “set” over ten years ago can be 
relied upon to compass it. Teachers of economics everywhere, as 
well as writers of texts, should realize the difficulty and the dynamic 
quality of the task imposed upon them by the present rapid flux 
of economic organization, relations, standards, ideals, and issues. 


* Readers who are inclined to take issue will do well to reread Veblen’s Theory 
of the Leisure Class and The Higher Learning. 
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Simple classical postulates, or the fine logic-chopping of psycho- 
logical hedonism (pseudo-psychologic marginalism), etc., may be 
adequate guides to the shifting and labyrinthine economic process, 
but the chances are that those who rely too faithfully upon them 
will find themselves led at last through beaten trails of functionless 
logic to barren mesas of academic futility. Science is always 
realistic, and the crying need now is for a realistic economics 
and realistic economics teaching—in Economics 1, in advanced 
undergraduate courses, and in graduate seminars. In how many 
hundred American colleges are students being fed up on the false 
hedonism of diminishing and marginal utility, on the false assump- 
tion of the pervasiveness of free competition, and on the barren 
doctrines of marginal productivity and marginal sacrifice? Perhaps 
it is too much to ask that we should attain to an actual inductive 
method in so complex a field of economics; but it is hardly to be 
questioned that theory, texts, and teaching all leave very much to 
be desired in the way of factual objectivity—the groundwork of 
truth. Something of this thought may be in the committee’s 
mind when it reiterates its suggestion of lack of connection between 
economics teaching and real life. Certain difficulties attend any 
attempt at a truly scientific presentation of economic knowledge 
(as contrasted with philosophical doctrine concerning economic 
“principles”’). The exceeding complexity of the facts and the 
special interests and personal equations involved in them make 
it not infrequently impossible to see a situation in any thing like 
its true proportions or entirety. Whole categories of fact are 
sedulously concealed, e.g., rates of profits, monopoly agreements, 
etc., as well as policies regarding limitation of output, inside 
gangs in control of trade-union policy, blackmail strikes, etc., 
and are but partially and fitfully brought to light by govern- 
ment investigation. Nevertheless our texts and classrooms could 
accomplish a great deal more than is accomplished in the way of 
presenting a picture of the actual organization and operation of 
the existing economic society. This will involve, even in Economics 
1, extensive use of illustrative material, material not limited 
to innocuous description of mechanical detail but material which 
throws light upon the concrete essential facts of control and 
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organization, however damaging they may be to the traditional 
belief that there is nothing essentially wrong with the present 
system, or to either conservative, liberal, or radical notions of 
reform. Were the material made available fer large numbers of 
students, it exists, in sufficiently representative bulk, in (for exam- 
ple) the reports of the Federal Trade Commission, and the packers’ 
replies to the Report on the Meat-packing Industry, the Pujo Com- 
mittee Report, and Mr. Morgan’s reply, the Report of the Industrial 
Relations Commission, the publications of the United States Bureau 
of Labor Statistics, court decisions, and a variety of private and 
semi-public sources. ‘‘If society is to be made to serve the best 
interests of nations and peoples, we shall have to study the system 
as it is, and endeavor to reveal its weaknesses, as well as its points 
of strength, to the end that its glaring defects may be intelli- 
gently remedied.”* This concrete, realistic revelation necessitates 
a nearer approach than we have yet made to an inductive case 
method. The practical difficulties in achieving it, especially in 
Economics 1, where it is most needed because the bulk of students 
do not go farther and must here if anywhere get realistic insight 
into economic fact, lie in two directions. First, existing texts 
(exclusive of certain ‘‘source books,” which, however, rapidly 
become out of date) do not lend themselves to it. The reasons for 
this are obvious enough. Secondly, the elusiveness of some of the 
material, the rapidity of change, and the great number of students 
to be served militate against it. Economics teaching, if it is to 
be realistic, and as little tinctured with doctrinaire attitudes as 
possible, must be up to the minute in its cognizance of economic 
phenomena. When the ‘‘old order changeth,” either by way of 
revolution or intensive reform, the economic principles enunciated 
must, to be serviceable, be based upon the changing situation, 
not upon mid-Victorian philosophy. From this point of view, is 
it too much to say that there is not now a single satisfactory text 
for the introductory course ? 

Practically the only way to this realism is the co-operative 
supply of mimeographed or printed loose-leaf material. A bureau 


* Moulton, ‘‘An Appraisal of Carver’s Economics,” Journal of Political Economy, 
April, 1920, p. 331. 
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for this purpose should be established without delay. Only through 
some such arrangement will it be easy to secure the change in 
economics instruction now called for. 

“Factual objectivity” must not be taken in too physical a 
sense. The facts of economic life are not only commodities, land, 
labor, capital, markets, and various other tangible and visible 
things; they may also include very human habit, feeling, valuation, 
attitude, etc. If there is social unrest, based upon a conviction 
that economic distribution is at present unjust, that unrest and 
that conviction are economic facts. Ethics and economics, to say 
nothing of economics and politics, now are interwoven as never 
before. Any attempt to maintain the classical fiction of rigid 
separation between economics and ethics is not only likely to be 
a failure, but will tend to be vicious. At the least it fails to utilize 
one of the strongest interest-motives which actuate young men 
and women to thought on social questions. The traditional unwill- 
ingness of economists to consider ethical implications has ostensibly 
been based upon the practical need of a division of intellectual 
labor and upon the contention that ethics is a matter of opinion, 
while economic value, for example, is a concrete objective, measur- 
able fact. The economist wanted to be free for objective investi- 
gation, undisturbed by differences of opinion or standard as to 
ethical valuations. In reality, however, he unavowedly, perhaps 
unconsciously, held and taught certain definite ethical ideas and 
norms. In other words, there was a semi-concealed doctrinal 
basis or background for his “‘science.” 

We view all things against some background and in some sort 
of perspective. We have some sort of philosophy of life as the 
background, and a set of attitudes which determine the perspective. 
Analysis of these backgrounds and attitudes (so far as they touch 
economics) always reveals their essentia! nature to be a theory or 
conception of the purpose or function of social or economic activity. 
That the theory is usually the result of tradition and habit, and 
is rarely definitely formulated, does not argue that it is not present 
—and present as a guide to conduct. We cannot see the full 
facts of economic life in their essential significance unless they are 
projected upon the ethical background of aim and purpose. Nor 
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will seeing be much more than a sensuous exercise unless it be 
designed to function, sooner or later, as a guide to action. It 
follows that economics teaching will be relatively barren (from 
any large social-productivity point of view) unless it be kept in 
intimate touch with, indeed infused with, ethical considerations. 

Classical concepts and methods do not meet the needs of the 
present situation. World-interest is today centered in ethical 
issues, and there is a dramatic clash of ethical standards. It would 
be foolish to try to evade these issues; it is little short of criminal 
not to teach economics and the other social sciences in a manner 
to lead students to an intimate cognizance of them. Primarily 
the ethical postulates in any type of theory should be pointed out, 
in the interests of scientific honesty and as appeal to student in- 
terest. This means no retreat from the scientific method; on the 
contrary it would betoken a nearer approach to it. 

The conclusion we would draw from this necessarily brief and 
somewhat abstract discussion of functional aim in relation to 
effectiveness of method is that neither the old-time formal dis- 
cipline and cultural, nor the more recent vocational, motives are 
adequate incentives and guides to economics study and instruc- 
tion. Discipline, culture, and vocation all have a legitimate place 
in the purpose of economics teaching, but all three must be so 
pointed as to appeal to, arouse, develop, and utilize the interest 
of youth in ethical questions, to secure as nearly as may be a true 
conception of present-day economic society, and to motivate a 
social citizenship which will grapple with its defects in a broad, 
scientific, progressive spirit. Economics, together with the other 
social sciences, has not only to secure and impart scientific 
knowledge with regard to society, but to equip the student to 
choose intelligently the attitude he will take in the presence of 
its issues and problems. It is upon this latter point that the 
critic feels some hesitancy in granting an unqualified indorsement 
of too limited a vocational aim, or of the schools of business adminis- 
tration, both in their point of view and in their influence upon the 
teaching of economics. 

The remaining portion of the report—the greater part of it— 
calls for less extended comment. The investigators proceeded 
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upon the belief that information should be sought in the form of 
verifiable and, where possible, quantitative records. In conse- 
quence the bulk of the report consists of statistical analysis, with 
a liberal use of graphs. The result of all this attempt at quantita- 
tive study, which represents much arduous labor, is of comparatively 
little value. Chapter iii, for instance, ‘Quantitative Studies of 
Students’ Records—Studies on Correlation,’”’ covers forty pages, 
almost all of which deal with grades as a basis for measuring 
correlation between various groups of courses, inside and out- 
side the Department of Economics. Unless conclusions that are 
mainly negative are considered valuable, the whole chapter brings 
out nothing that can be of any great service in the improvement 
of teaching and curriculum. Less than a fifth of the students" 
who took two or more courses in economics concentrated in the 
group comprising history, government, philosophy, and fine arts; 
these students received A or B in about a fifth more cases than 
students who were classified in other groups. The conclusion drawn 
from this ‘‘that there is no reason to believe . . . . that interest 
in mathematics and science promises well for success in economics,” 
is not particularly significant or helpful. Again we learn that 
about one-half of those who receive E in Economics A continue 
in the department, and about three-fourths of those receiving other 
grades, but that, leaving out the E students, the grade received 
in the introductory course has no particular effect on election of 
advanced courses; standing in the introductory course, however, 
is a fairly reliable indication of a student’s advance into strictly 
graduate study—all of which is interesting, but of somewhat occult 
practical significance. More interesting, and probably of more 
meaning, is the conclusion that standing in Economics A ‘“‘is not, 
under present conditions, a very reliable guide to probable standing 
in advanced courses.” To the extent that this is true it would seem 
to indicate that something is wrong with the grading system, or 
that Economics A, or the advanced courses, or both, need readjust- 
ment. Is it true at Harvard, as it appears to be elsewhere, that 
the student who gets through the grind of the first-year course 
thereafter finds relatively easy sailing because the advanced courses 


1 Between 1904-5 and 1912-13. 
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are not graded up in difficulty and amount of work required? Or, 
again, may it be that our introductory courses, conventionally 
designed to introduce students to principles, fail to give those 
principles reality (even when they have it) and hence fall short 
of connecting up with the more definite and usually more concrete 
matters presented in advanced courses ? 

Another chapter (vii) is devoted to a study of marking. 
Minute comparison is made of the marking of the vaiious instruct- 
ors, especially in Economics A, where a great lack of uniformity 
or standardization is revealed. This seemsa matter of great concern 
to the investigators, as indeed does the whole subject of grading. 
Not entirely, as the cynical critic might aver, because here is a 
subject of inquiry which lends itself admirably to the tabulation, 
score-carding, calculating of correlation coefficients, and graph- 
drawing which are just now so dear to the heart of scientific students 
and professors of education, but avowedly because careless grading 
is unfair and unjust to the student. So much is made of this 
point that were one to read only these portions of the report, one 
might suppose that in the investigators’ opinion the chief purpose 
in teaching were the meticulous ranking of students at the end of 
the course. Frankly, all this attention to grades, grade standards, 
and fairness and care in grading is misplaced, not to say uneco- 
nomical. If grades and rank lists are to be the main or even an 
important incentive to scholarship, then of course the instructor 
should worry over the fairness of his grades. But if some more 
essential and substantial incentive to scholarly application and 
achievement is present, as most will avow it should be, then the 
whole question of marks and ranks is a somewhat adventitious 
matter, serviceable primarily to the deans’ and recorders’ offices, 
but of little after-significance to the student or anybody else. 
Time spent in deciding whether Smith should have a C— or a 
D+ and whether Brown should have an E or a passing grade 
would in most cases be better spent in cogitation on significant 
economic problems, or in personal and friendly conversation with 
Smith as to what he means to do with his life. For after all, if 
there is doubt as to Brown’s possession of enough knowledge to 
pass the course, Brown should repeat it and demonstrate beyond 
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doubt that he knows something worth while about it. If he 
cannot do so, he should be spurlos versenkt. Grading and statistics 
about grading are the dry husks of teaching, and it is not by much 
attention to such mechanical accompaniments that college teaching 
is to gain in vitality and functional value. 

Fortunately, attention to mechanics does not monopolize the 
energies of the investigators. Much matter of real interest and 
suggestive value is to be found in the chapters on minor proposals 
and questionnaires. In the first of these, among other matters, 
are discussed habits of study in Economics A and other courses. 
Individual student records obtained in response to a letter sent 
out by the committee lead to the following conclusion: 

These records give strong support to a common impression, namely, that 
college students are engaged for the most part in preparing for examinations, 
tests, papers, and seldom look beyond these immediate objectives. The questions 
with which lectures and textbooks deal are not real to them. Their practical 
business at the moment is to “pass the course.” 


Here the committee puts its finger squarely upon the central 
evil of American undergraduate life—or shall we say of American 
college faculties? Between the student, possibly interested in 
nothing more vital than athletics and dances, perhaps honestly 
trying to make connection with something ‘‘real’’ in his college 
courses, and the professor, too often engaged in the technicalities 
and minutiae of his subject (or the instructor bent on “getting 
out’’ a magnum opus, or the tutor worrying over his uncompleted 
doctoral thesis), undergraduate education comes perilously near to 
falling between two stools, and has about it entirely too much of 
the suggestion that, whatever its conscious aims, it in fact has 
certain analyzable characteristics constituting collectively an expen- 
sive system of make-believe. The committee, let us hasten to say, 
makes no such heretical observations; and what is here suggested 
is of course not intended to apply to economics more (rather less) 
than to other disciplines, and certainly not to Harvard more than 
to other colleges. In fact, cognizance of what the Harvard Division 
of History, Government, and Economics has instituted in the way 
of examinations over the whole field of the group—a requirement 
now being copied by other divisions—suggests that Harvard is in 





THE TEACHING OF ECONOMICS AGAIN 749 


the vanguard, if not the most exposed advanced outpost, of 
endeavor to secure unity and definite functional purpose to 
undergraduate study. 

The committee continues: 

As to methods of study the records show that students are largely innocent 
of any knowledge of the different requirements of different tasks. They 
seldom think out cases, problems, exceptions, contrary positions, applications, 
or corollaries. They try to understand, fix the material in mind, pick out the 
important points [and, the committee should have added, guess what questions 
will be asked on examination]. Instruction in study is needed and specific 
directions for particular pieces of work. 

The evidence . . . . agrees admirably with the evidence from question- 
naires, from our visits and from other minor studies in supporting the general 
conclusion that there is a great and unnecessary waste of time in college work. 


Most of us are aware of all this, but it is reassuring to have it 
on the authoritative basis of painstaking, disinterested research. 
The committee’s recommendations at this point, however, are not 
especially practical. Of course “instruction in study” is needed. 
No one who has not taught in universities which draft their students 
largely from second-rate high schools with crowded “‘ make-believe”’ 
curricula can sense just how great the need is for instruction in 
study—to say nothing of development of taste for study. Perhaps, 
after all, there lies the chief obstruction to efficient academic life. 
For it would be an unwarrantable assumption to hold that the 
average run of boys and girls go, or are sent, to college today to 
study, when he who runs may read the fact that ‘“‘student activi- 
ties”’ and social life are the main show. The committee’s thought 
that much of this waste of time (in attempted study) “‘could be 
prevented by more careful attention on the part of instructors 
(and professors ?) to the problems of teaching as such—not merely 
to modes of presentation in class, but to the guidance of individuals 
in their learning,” is immediately conditioned by the reflexion 
that “the university must first change its method of estimating 
the work a teacher ought to carry.” 

These suggestions call for comment. In the first place, upon 
what ground are we to suppose that instructors, being no less 
subject to human frailty and to a need of board and clothes than 
other individuals, will spontaneously give more careful attention 








750 A. B. WOLFE 


to the problems of teaching as such? Is there anything in their 
graduate training to have suggested to them such necessity or 
even desirability ?* The committee holds, in another connection 
(p. 13), that “college teaching tempts instructors to slight the 
laborious detail of instruction—the minutiae of method, marking, 
and the administration of requirements, the tediousness of con- 
ferences, thesis reading, and the checking of results,”’ and again 
(p. 14) that “the policy of expecting every college teacher to 
produce has been beneficial to many instructors and harmful to 
many students.’”’ We may agree with the committee’s thought 
that personal contact is the heart of education, and that time 
spent in it ought never to burden a college teacher’s conscience as 
time wasted. But merely reiterating, in passing, the conviction 
that much time spent in the minutiae of marking, etc., 7s wasted, 
are we not bound to remember that instructors are in practice 
advanced in rank and salary quite as much (if not more) on the 
basis of their research capacity as shown by publication as on 
proficiency in teaching? Be the ideal what it may, the hard, 
patent fact is that only those men are regarded as first rate who 
demonstrate ability in monograph and book-making, whatever 
their capacity as teachers may be. In the second place, it is 
somewhat idle, under present circumstances, to talk of ‘‘ guidance 
” when colleges and universities 


’” 


“of individuals in their learning 
are literally swamped by ever-increasing hordes of students, and 
presidents and trustees are much put to it to keep salaries within 
hailing distance of the cost of living and obtain the extra men 
needed to handle the increase of students. It is not, of course, im- 
practicable for already well-endowed institutions to look forward 
to tutorial systems and individual touch and guidance. But for 
the great bulk of American colleges and universities—especially the 
state universities—we might as well frankly recognize that the 
educational process, now and for an indefinite time in the future, is 
a mass phenomenon, out of which here and there a fortunate or 
persistent student will emerge as a distinct, interesting, and promis- 
ing personality, by chance, or by reason of distinguishably superior 

*Cf. “The Graduate School, Faculty Responsibility, and the Training of 
University Teachers,”’ School and Society, September 15, 1916. 
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endowment. When Economics 1 has 1,300 students, as was the 
case last year in one middle-western university, and when, as 
was the case in another, a president balks at paying an instructor 
for quiz sections $1,400, we need not be too sanguine about 
improvement in economics instruction through the method of 
individualization. 

The problem of section meetings and assistants in the intro- 
ductory course receives deservedly careful attention at the hands 
of the committee. Much evidence in graduate questionnaires and 
elsewhere is adduced to show dissatisfaction with the section 
meetings and leaders. The usual charges against the assistants 
are made (by students and alumni) and are in part upheld by the 
committee. The assistants are held to lack teaching experience, 
to be out of touch with the students and with actual life, to be 
more interested in hair-splitting logic than in essentials, etc. The 
report lists thirteen distinct points on which the conduct of quiz 
sections is adversely criticized by students (pp. 165, 166). This 
opens up the whole question of what is, all things considered, the 
best organization of Economics 1. Probably the ruling arrange- 
ment in American universities now is one lecture a week to the 
whole class—usually several hundred—followed by two quiz, or 
discussion, meetings in sections ranging from fifteen to thirty- 
five members. ‘The lectures are given by a professor, or professors, 
of mature training and experience. This is as it should be, for the 
introduction to a subject, especially where the majority of students 
will go little farther in it, should be under the direction and inspira- 
tion of men who know the field broadly and thoroughly and who 
presumably will give the presentation what may be called a func- 
tional perspective—a perspective, that is, which has reference 
not only to the subject per se but to the students’ experience and 
interests, and to the economic, social, and political situation at the 
time existent. Yet lectures exclusively by the older men may 
leave something to be desired in freshness and in point of view. 
The chief trouble, however, lies in the sections. Two plans are 
possible. We may either hire instructors, men and women of 
Ph.D. training for the section work, or we may (as is apparently 
the common practice) appoint graduate students (in some places 
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even Juniors and Seniors) as tutors and assistants. Section 
leaders should without fail hear the lectures each week. If we hire 
instructors, two difficulties at once appear. Men of doctoral rank 
will feel it beneath their dignity to attend the lectures and ‘“‘do 
the routine drudgery”; and, moreover, even if they are content 
to do so, no instructor can long keep intellectually alive on a 
constant repetition of section work. A sufficient supply of instruc- 
tor personnel is not at present available, in any case. The assistant 
and tutor plan has much to be said in its favor. There are usually 
a sufficient number of promising graduate students, some with 
teaching experience, who intend to teach economics as a profession, 
and who accordingly are attracted not so much by the ‘‘ modest 
stipend’”’ usually offered as by the opportunity to try their hand in 
the university classroom. ‘Their interest in economic problems is 
fresh and their perspective and viewpoint are not always so far 
inferior as might be imagined to those of instructors and professors, 
and they have the incentive of ‘‘making good.’”’ Their position 
provides occasion for stimulative personal contact with the profes- 
sors, while at the same time they are usually in more intimate 
touch with student life. Where serious fault is to be found with 
their work, it may usually be traced to lack of care in their selection, 
to a forced necessity of appointing men of doubtful ability, and 
to a lack of proper contact and supervision (through standardization 
of assignments, and through frequent discussion of the problems 
and progress of the course) on the part of the professor in charge. 
It is, of course, undesirable to appoint undergraduates or men whose 
central vocational interest does not lie in economics. 

It is a noteworthy fact that most of the numerous inquiries 
and disquisitions on the teaching of economics, the present one 
being no exception, seem to assume that only boys or men take 
economics. This ignoring of the existence of women students is to 
be expected at Harvard (we are uncertain whether Radcliffe is an 
integral part of the university) and other men’s schools, but it is 
inexcusable in those who are in direction of departmental affairs 
in co-educational institutions. It is safe to predict, however. that 
the next few years will develop a diminution of the current tendency 
for women to elect preponderantly sociology courses, eschewing 
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especially applied economics. They will probably be led in rapidly 
increasing numbers by vocational and political interest into 
practically every field of economic study. At present they probably 
as a rule find the introductory course somewhat more difficult than 
do the men, but so far we have seen no solicitude as to how the 
course may be made more “‘real’”’ to them. Perhaps there is no 
need of it. In the mass phenomenon we call education, sex lines 
are rapidly disappearing. 
A. B. WOLFE 
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THE WEBB-POMERENE ACT" 


The Webb-Pomerene Act, designed to promote the American 
export trade through the legalization of export associations, became 
law on April 10, 1918. It is proposed in this paper to outline 
briefly the conditions that gave rise to a demand for such legis- 
lation; to trace the progress of the bill through Congress; to de- 
scribe the provisions of the act; and to call attention to some 
possible objections. First as to the conditions that led to the 
passage of the Webb Act. 


During the early years of the twentieth century it was freely 
predicted that American manufacturers, combined as many of them 
were in the modern trust, were to capture the markets ot the world. 
Only a few years later the opinion was as commonly expressed that 
without legislation permitting co-operation in the American export 
trade our manufacturers were no match for their foreign com 
petitors. Several reasons were given for the unequal conditions of 
competition. In the first place, American manufacturers in 
striving for business abroad had to meet the vigorous rivalry of 
powerful foreign combinations, often international in scope. These 
combinations were frequently aided by their respective govern- 
ments, and in some cases participated in by these governments. 
The stock illustration was Germany, which had achieved the most 
notable successes in the rapid development of its foreign trade and 
which, being highly unpopular after 1914, furnished a good talking 
point. However, such combinations were common in other 

t On the Webb-Pomerene Act see: Congressional Record, Vols. LIII-LVI; Report 
of the Federal Trade Commission on Co-operation in American Export Trade, in two 
parts; House Report No. 1118, 64th Congress, first session; Senate Report No. 1056, 
64th Congress, second session; House Report No. 50, 65th Congress, first session; 
Proceedings of the National Foreign Trade Conventions; Duncan, Journal of Political 
Economy, XXV (1017), 313-38; Notz, Journal of Political Economy, XXVII (1919), 
525-43; and Notz, Yale Law Journal, XXIX (1919), 29-45. 
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countries, for example, Belgium, Holland, Italy, and Japan. In 
Great Britain, on the other hand, despite the absence of widespread 
combination, a large and profitable export trade was being main- 
tained. This was attributed to the unusually favorable conditions, 
notably the advantage of an early start, the possession of excellent 
shipping and banking facilities, and the high grade of service 
rendered by the British commission merchants, not to mention the 
export houses buying and selling goods for export on their own 
account. Some American companies, particularly the United 
States Steel Corporation, the Standard Oil Company, and the 
International Harvester Company, were admittedly strong enough 
to cope with these foreign combinations, yet the smaller concerns 
in these industries, as well as nearly all of the concerns in certain 
industries in which competitive conditions prevailed, were said 
to be at a great disadvantage. Hence the need of association. 

Secondly, in the leading countries of the world associations for 
the promotion of export business were permitted, an advantage 
that the Sherman Act denied, so it was believed, to American 
exporters. In Germany, for example, prior to the war there were 
600 important cartels, many of which dominated the export trade 
in their particular industry.' These cartels made an especial 
effort to extend the foreign trade, frequently selling at a loss in the 
endeavor to gain a foothold or to maintain a position once estab- 
lished. In order that such agencies might be met on more equal 
terms the association of American manufacturers in a common 
selling agency was held to be necessary. The need for such associa- 
tion, it may be observed, was not equally great in all branches of 
the export trade. Thus, American foodstuffs and raw materials 
could readily be sold even without an export organization, though 
co-operation might somewhat reduce the expenses of distribution 
and might increase the bargaining power of American producers. 
There was even less occasion for association of the manufacturers 
of specialties. Here the lack of standardization would make 
difficult the work of an export organization. Moreover, less 
competition was encountered in the sale of specialties, such as 


' Report of the Federal Trade Commission on Co-operation in the American Export 
Trade, I, 5 (hereafter referred to as Report on Co-operation in American Export Trade). 
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safety razors, for example, and as a result co-operation was not so 
important. Of course, the exporters of specialties also had to 
create their market abroad, but many of them had found it to their 
advantage to-do this individually.t It was in the manufactured 
staples that the advantages of co-operation were most marked. 
Such goods met vigorous competition abroad, often at the hands of 
large organizations. To capture foreign trade under such cir- 
cumstances it was usually necessary to study the foreign require- 
ments, to employ salesmen familiar with foreign conditions and 
customs, to advertise and demonstrate, to keep in touch with credit 
conditions so that credit might be extended wisely, to establish 
abroad branches and warehouses in order that the foreign customer 
might count on prompt and regular deliveries; in a word, to 
maintain an effective system of direct representation. 

Even in the foreign trade in manufactured staples export 
associations were not always necessary or even advantageous. In 
many branches there existed highly efficient export commission 
houses handling sales on a commission basis and export merchants 
buying and selling goods on their own account. These agencies 
in both Great Britain and the United States had played a notable 
part in the development of export trade. In fact, British export 
trade had been largely built up through their efforts? These 
export houses had already developed efficient organizations, which 
were familiar with foreign conditions; and they now possess an 
advantage over associations in this country by virtue of the fact 
that they handle imports as well as exports, whereas the American 
associations under the provisions of the Webb Act may deal solely 
in exports. For the export houses, owning their own ships, as 
many of them do, the handling of imports as well as exports rep- 
resents an undoubted saving in transportation, in that it more 
commonly provides a cargo in both directions. However, direct 
representation of manufacturers also has its advantages. Thus, 
it is to be anticipated that the foreign trade in any particular article 
and of course the domestic trade also, will be more effectively pushed 
by an agency whose capital is invested in plants and equipment 

* Report on Co-operation in American Export Trade, I, 375. 

2 Ibid., I, 94; II, 320. 
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devoted to the manufacture of that product than by an agency 
having no such investment and dealing in a great variety of prod- 
ucts. An association obviously has an individual interest in its 
product—an interest which an export house in the very nature of 
the case lacks. 

Thirdly, in some of the foreign markets American producers 
were confronted with well-organized combinations of buyers. 
Thus, four London concerns were said to fix the price of silver, and 
American exporters in making sales in Great Britain, India, and 
elsewhere had to accept the price fixed by these firms.’ For 
some time past the world’s copper trade had been controlled by a 
German metal-buying agency.? Such associations, it was said, by 
playing off one American exporter against another were able to 
beat down the price of American goods destined for export. In 
the case of copper the above-mentioned German concern, according 
to Mr. John D. Ryan, president of the Amalgamated Copper 
Company, by means of such tactics bought American copper 
delivered abroad during 1903-13 at ;°,°5 of a cent per pound less than 
domestic buyers paid for delivery at New York or the Connecticut 
Valley. The association of American producers in a selling agency, 
it was claimed, would eliminate the competition between American 
firms, and thus make it possible for them to secure better prices 
for articles sold abroad. 

Finally, the development of our export trade was said to be 
hampered by inadequate banking and credit facilities abroad; by 
discrimination against American goods by foreign steamship lines; 
by the small amount of American investments in the securities of 
foreign companies; and by our comparative inexperience. The 
last obstacle perforce had to be overcome by the producers and 
manufacturers themselves. Upon them necessarily fell the task 
of developing the requisite organization, of acquiring an intimate 
acquaintanceship with the requirements of foreign markets, and, by 
attention to quality and service, of creating a demand for products 
“made in America.” The additional business that comes through 
investments in foreign enterprises was to be secured by a campaign 

t Ibid., I, 7. 

2 Ibid. 3 Ibid., II, 26. 
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to educate American investors in the advantages of foreign securi- 
ties, a campaign now well under way. The other difficulties were 
to be met by legislation permitting foreign banking, establishing an 
American merchant marine, and authorizing producers and manu- 
facturers to combine for export purposes. The Webb bill was thus 
only one stone in the foundation upon which our increased foreign 
trade was to rest. 

The desirability of legalizing associations for export trade was 
inquired into by the Federal Trade Commission under the powers 
granted to it in section 6 (hk) of the Trade Commission Act, and 
a decision highly favorable to the principle underlying the Webb 
Act was reached." The Commission pointed out that such large 
concerns as the United States Steel Corporation, the International 
Harvester Company, the United Shoe Machinery Company, the 
National Cash Register Company, the General Electric Company, 
and others did not need to enter into export associations, since 
they individually were well able to compete with foreign combina- 
tions.? The purpose of the Webb bill was to enable a number of 
smaller companies not having a large enough volume of business to 
justify the carrying on of an export trade by themselves to co- 
operate for this purpose and, by distributing the overhead charges 
over their combined foreign sales, to bring the costs down to a 
reasonable figure. Other advantages to be gained through co- 
operative action were the securing of better credit information and 
thus the better financing of foreign business, an ability to give 
longer credits where desirable, the greater ease with which initial 
losses could be carried, a larger assortment of goods, and the 
exchange of ideas among the members of the association. While 
there is some reason to believe that an association of competing 
concerns to share the expenses of a foreign selling agency was not 
in fact prohibited by the anti-trust laws,’ provided it did not 
embrace too large a percentage of the trade, nevertheless the 


* Report on Co-operation in American Export Trade, I, 379. 

2 Jbid., I, 161-62, 242. 

3 Some such associations, believed to be legal, had been organized prior to the 
passage of the Webb Act. See Official Report of the Fourth National Foreign Trade 


Convention (1917), p. 187. 
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uncertainty as to the legal status of such an arrangement had de- 
terred many concerns that were anxious to co-operate from making 
the venture. The Commission after a study of the legal aspects 
of the problem was unable to assure manufacturers that common 
selling agencies were lawful; and accordingly it recommended the 
passage of an act that would place this right beyond dispute. 
This recommendation was made, however, subject to the condition 
that ample precautions be taken to prevent the export associations 
from being used to restrain trade in the United States in violation 
of the Sherman law.’ 


The campaign to legalize export associations was launched at 
the first convention of the National Foreign Trade Council, held 
in Washington, D.C., toward the close of May, 1914. There was 
thus no connection between the initiation of this movement and 
the European war. However, the outbreak of the war, followed 
as it was by a short period of depression in this country, presented 
conditions favorable for an agitation to legalize combinations for 
the export trade, it being alleged that foreign business was necessary 
to “keep the home fires burning” and to provide employment for 
labor. In May, 1915, the Federal Trade Commission, organized 
only two months previously, began an investigation of the foreign 
trade with particular reference to the advisability of permitting 
co-operation. A summary of its findings, made public in May, 
1916, strongly recommended the enactment of permissive legis- 
lation.? At the date of this report a vast foreign trade was being 
carried on, and there was no immediate occasion for concern on this 
score. The campaign cry was thus modified to meet the new 
situation. Attention was now directed to the tremendous struggle 
for foreign trade that would manifest itself upon the conclusion of 
hostilities, and the country was urged by the interested parties to 
have its loins girded for the fray when it arrived. 

The Webb bill was first introduced in the House by Represen- 
tative Webb of North Carolina on August 8, 1916, some three 
months after the publication of the summary of the report of the 

* Report on Co-operation in American Export Trade, I, 10. 


? The full report, in two volumes, though dated June 30, 1916, was not published 
until December, 1916. 
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Federal Trade Commission. It was referred to the Committee 
on the Judiciary, of which Mr. Webb, who had so skilfully and 
tactfully piloted the Clayton Act through the House two years 
previously, was chairman. After being amended in important 
particulars, the significance of which will be noted later,’ it passed 
the House on September 2 by a vote of 199 to 25.7 Six days later 
the Senate adjourned, and the Webb bill was permitted to slumber 
in committee. 

President Wilson in his address to the next Congress on Decem- 
ber 5, 1916, urged the prompt passage of the Webb bill He 
presented no argument on behalf of the bill, but merely pointed out 
that a great opportunity in foreign trade had presented itself, 
and that this opportunity might escape us if we hesitated or de- 
layed to remove the legal obstacles that stood in the way. 

Notwithstanding the recommendation of the President the 
Webb bill made practically no progress during the short session 
from December 4, 1916, to March 4, 1917. The Senate Committee 
on Interstate Commerce, of which Senator Pomerene was chairman, 
reported out the bill on February 16, 1917, with amendments, but 
the measure was not discussed in either the Senate or the House. 

During the next session (April 2—October 6, 1917) the bill 
in amended form passed the House for the second time, but did 
not come to a vote in the Senate. The bill as reported out by 
the House Committee on the Judiciary on May 11, 1917, was 
revised in several important particulars to conform to the sugges- 
tions of the Senate Committee on Interstate Commerce. As 
revised by the House Committee, but without any further changes, 
it passed the House on June 13 by a vote of 242 to 29, having been 
debated on only one day, the day of its passage.4 The measure 
was briefly debated in the Senate on three separate days, but it 
was not put to a vote, Senator Pomerene having concluded after 
an investigation that it was impossible to secure action during the 
current session.S 


* See pp. 761 ff. 
2 Congressional Record (September 2, 1916), p. 13732. 
3 Ibid. (December 5, 1916), p. 17. 


4 Ibid. (June 13, 1917), p. 3584. 5 Ibid. (September 29, 1917), Pp. 7515- 
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With the convening of the second session of the Sixty-fifth 
Congress, President Wilson on December 4, 1917, again called the 
attention of Congress to the Webb bill, saying it “ought by all 
means to be completed at this session.”* On this occasion the 
Senate was prompt indeed. It debated the measure for four days, 
and on December 12 accepted it, slightly amended, by a vote of 
51 to 11.7, The House objected to the Senate amendments, and 
conferees were therefore appointed. The report of the conference 
committee was presented on April 2, 1918, and was accepted by 
both the Senate and the House on April 6. The bill was signed 
by the President on April to. 


The act is divided into five sections. Section 1 is devoted 
to a definition of certain terms used in the act. The word “‘associa- 
tion” is defined as “‘any corporation or combination, by contract 
or otherwise, of two or more persons, partnerships, or corporations.” 
The words ‘“‘export trade” mean “solely trade or commerce in 
goods, wares, or merchandise exported, or in the course of being 
exported from the United States or any Territory thereof to any 
foreign nation; but . . . . shall not be deemed to include the pro- 
duction, manufacture, or selling for consumption or for resale, within 
the United States or any Territory thereof, of such goods, wares, 
or merchandise, or any act in the course of such production, 
manufacture, or selling for consumption or for resale.” 

The bill as it had passed the House on September 2, 1916, 
instead of providing that “export trade” should not be deemed to 
include the production, manufacture, or selling for consumption or 
for resale within the United States of exported goods, had provided 
that it should not be deemed to include the production, manu- 
facture, trading in, or marketing within the United States of such 
goods. In this form obviously the measure was highly unsatis- 
factory to those desiring to form export associations; for unless 

* Congressional Record (December 4, 1917), Pp. 20. 

? Ibid. (December 12, 1917), p. 186. 

3In the opinion of the Federal Trade Commission, trade with the Philippine 
Islands, Porto Rico, and Hawaii is not export trade (Annual Report [1918], p. 40). 

4See text of bill in Annual Report of the Federal Trade Commission (1916), 
Pp. 60-61. 
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an export association could either produce or trade in, that is, buy, 
the articles to be exported, its activities would be limited to handling 
goods on a commission or agency basis, if indeed that was per- 
missible. If it was deemed advisable to allow export associations 
there was no virtue in unduly hampering them; and accordingly 
the Senate struck out the words “trading in or marketing” and 
substituted the words “‘or selling for consumption or for resale.” 
By these changes, concurred in by the House, an export associa- 
tion was permitted to purchase goods in this country for export 
purposes, but it might not produce them itself nor sell them in this 
country. 

Section 2 provides that nothing in the Sherman Act of 1890: 


shall be construed as declaring to be illegal an association entered into for the 
sole purpose of engaging in export trade and actually engaged solely in such 
export trade, or an agreement made or act done in the course of export trade 
by such association, provided such association, agreement, or act is not in 
restraint of trade within the United States, and is not in restraint of the export 
trade of any domestic competitor of such association: And provided further, 
That such association does not, either in the United States or elsewhere, enter into 
any agreement, understanding, or conspiracy, or do any act which artificially 
or intentionally enhances or depresses prices within the United States of com- 
modities of the class exported by such association, or which substantially 
lessens competition within the United States or otherwise restrains trade 
therein. 


Section 2 of the act as above quoted is identical with the bill 
as it first passed the House down to the words “in restraint of 
trade within the United States’; but differs vitally from that 
pointon. The House bill had legalized export associations provided 
they were not in restraint of trade within the United States, and 
provided they did not restrain the export trade of the United States.’ 
The Senate Committee on Interstate Commerce pointed out that 
this second proviso took away a right granted elsewhere in the bill 
to enter into associations and make agreements in restraint of 
export trade; and it accordingly modified the proviso so that it 
merely forbade a restraint of the export trade of any domestic 

This second proviso was not in the bill as originally introduced in the House by 
Mr. Webb, but he agreed to the change; see Congressional Record (September 2, 1916), 
P. 13725. 
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competitor of such association.* ‘This change was accepted by the 
Senate and the House. Having removed, however, the prohibition 
against the restraint of the export trade of the United States, it 
became necessary to provide in some way against the use of such 
associations to influence prices improperly in this country. Ac- 
cordingly the Senate Committee added the last proviso dealing 
with prices in the United States. The bill as it became law is 
identical with the amendment of the Senate Committee except 
in three particulars: (1) the Senate inserted the words “or de- 
presses’’ after ‘““enhances”’ in order to prevent export associations 
from beating down the prices of goods purchased by them;? 
(2) the Senate struck out the words “and unduly” enhances prices, 
from an uncertainty as to the meaning of ‘‘undue”’ enhancement; 
and (3) the conference committee added the words at the close of 
section 2 reading ‘‘or which substantially lessens competition within 
the United States or otherwise restrains trade therein.” 

Section 3 amends section 7 of the Clayton Act by providing 
that any corporation may acquire all or part of the stock or other 
capital of any company organized in accordance with the terms of 
the Webb Act, “unless the effect of such acquisition or ownership 
may be to restrain trade or substantially lessen competition within 
the United States.” This section is identical in language with the 
corresponding section of the bill as it first passed the House on 
September 2, 1916. 

Section 4 declares that the provisions of the Trade Commission 
Act with regard to unfair methods of competition “‘shall be con- 
strued as extending to unfair methods of competition used in 
export trade against competitors engaged in export trade, even 
though the acts constituting such unfair methods are done without 
the territorial jurisdiction of the United States.” This section 
extends the jurisdiction of the Federal Trade Commission over 
unfair competition to foreign trade as well as to domestic; and is in 
line with a recommendation of that body in its report on Co-opera- 
tion in American Export Trade. The prohibition of unfair com- 
petition, it should be observed, relates only to methods used against 

* Senate Report No. 1056, 64th Congress, second session. 

? Congressional Record (May 23, 1917), p. 2787, and (September 22, 1917), p. 7325. 

3 Ibid. (December 12, 1917), p. 184. 41, 380. 
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American competitors engaged in export trade. The section says, 
to be sure, competitors engaged in export trade, without qualifica- 
tion, yet since export trade is defined as trade in goods exported 
from the United States it is clear that it applies only to American 
competitors. The provisions of section 4 are applicable not only 
to associations but also to corporations and individual exporters. 

Section 5 provides that every association organized under the 
act shall file with the Federal Trade Commission a statement giving 
certain information, including the location of its offices, the names 
and addresses of all of its officers, stockholders, or members, and a 
copy of its articles of incorporation or association; and that on 
January 1 of each year a similar statement, noting changes, if any, 
shall be made. Every association “‘shall also furnish to the com- 
mission such information as the commission may require as to 
its organization, business, conduct, practices, management, and 
relation to other associations, corporations, partnerships, and 
individuals.” Any association failing to comply with these require- 
ments is to be denied the benefits of sections 2 and 3 of the act, 
and to be subject to a fine of $100 per day to be recovered by the 
attorney-general. 

The foregoing provisions are substantially as in the original 
House bill, except for the clause, inserted in the Senate, permitting 
the commission to inquire into the organization, business, etc., of 
export associations. But because of its amendments to section 2, 
dealing with the effect of export associations on prices or com- 
petition in the United States, the Senate deemed it advisable to 
add another paragraph to section 5 establishing administrative 
machinery for the enforcement of the restrictions imposed in section 
2. It accordingly provided that whenever the Federal Trade 
Commission had reason to believe that the provisos of section 2 
had been violated, it should conduct an investigation; and if upon 
investigation it concluded that the law had been violated “it may 
make to such association recommendations for the readjustment of 
its business, in order that it may thereafter maintain its organization 
and management and conduct its business in accordance with law.” 
If the association fails to comply with the recommendations of the 
Federal Trade Commission, the latter is to refer its findings and 
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recommendations to the attorney-general for such action as he may 
deem proper. This paragraph was accepted by the House. 

In the House an attempt had been made to require associations 
desiring to benefit by this act to secure a permit from the Federal 
Trade Commission, and to authorize the Commission to refuse 
such permits, and once having issued them to cancel them for 
cause after a hearing. The author of this amendment took the 
position that, if permits were required, and were held subject to 
good behavior, administrative supervision would be effective, as it 
would not be if offenders had to be haled into court. The objection 
was made that this would vest a dangerous power in the Com- 
mission, and the proposition was rejected by a vote of 131 to 11." 

A third and final paragraph gave the Commission, in the en- 
forcement of these provisions, all the powers, where applicable, 
given it in the Trade Commission Act of September 26, 1914. 


The advantages of export associations have been stated. We 
may now consider some of the possible disadvantages. 

The chief objection to the export associations authorized by the 
Webb Act is that they may be used as a means of restricting com- 
petition in the domestic market. The Federal Trade Commission 
recognized this danger, but expressed the opinion that it would be 
possible through administrative supervision to prevent these organi- 
zations from being employed in this fashion. Others, however, 
doubt whether this is possible. If all the concerns in a given 
industry are associated in a common enterprise, they will tend to 
draw together and to pursue a harmonious policy with regard to 
domestic business. The Gary dinners in the steel trade were a 
remarkably effective device in maintaining a policy of co-operation 
that was equivalent to the fixing of prices. These dinners were 
illegal and they were discontinued. However, meetings of these 
same groups through the medium of an export association are not 
illegal; and it will be exceedingly difficult, if not impossible, to 
prevent some understanding being arrived at with regard to 
domestic prices and output. This is the more true since the export 
associations will naturally fix export prices, and an agreement as 


* Congressional Record (June 13, 1917), pp. 3578, 3580, 3584. 
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to the relationship between export and domestic prices can readily 
be effected. Whether or not it be true, as alleged by the minority 
of the House Committee on the Judiciary, that the Webb legislation 
was sought ‘‘not so much for its value in the foreign trade as for 
the effect it would have on the domestic trade,’” it is hardly to be 
doubted that a restraint of domestic trade will be the practical 
result in some, if not numerous, instances. 

A second possibility is that the Webb Act will promote inter- 
national combination. Even prior to the enactment of this measure 
there had been international combinations in steel rails, powder, 
tobacco, thread, and other products, the underlying purpose of 
these combinations being the maintenance of an undisputed 
position in the domestic market. So far as the United States is 
concerned these arrangements will now be legal, since such restric- 
tions as the Sherman Act imposed on restraints of foreign trade 
are now removed, providing the restraint of the export trade does 
not restrain trade within the United States and does not restrain 
the export trade of a domestic competitor of the export association. 
It is also to be anticipated, the provisos in section 2 to the contrary 
notwithstanding, that the effect of an extension of international 
combination will be to reduce the effectiveness of foreign competi- 
tion in this country, that is, where the absence of a protective tariff 
has permitted such competition to exist. 

Another result of the organization of export combinations in the 
United States may be a further extension of foreign combinations, 
in order that foreign buyers may be in a position to bargain 
effectively with American export sales agencies. The ultimate 
consequences of pitting a single American seller against a single 
foreign buyer in each country, if it should come to that, are not 
easy to foresee, yet it is clear that there exists the possibility of 
prolonged negotiations during the pendency of which the export 
trade will greatly suffer. 

Finally, there is danger lest the pursuit of trade by large groups 
will tend to upset once more the peace of the world. The House 
Committee on the Judiciary, in advocating the passage of the Webb 
bill, declared that export trade, by virtue of the methods adopted 


* House Report No. 50, 65th Congress, first session. 
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by other leading countries, had become “largely a matter of 
competition between nations.’”* If the government of the United 
States is to become a party to this international rivalry for trade, it 
must be in a position to support its foreign trade agencies by force 
of arms, if necessary, with consequences that may easily be foreseen 
by anyone who has learned the lessons of the recent war. It may be, 
therefore, that it is not necessary for us to run these risks, par- 
ticularly in view of the insistent demand abroad for American 
products and in view of the immense proportions of our domestic 
trade. 

In conclusion, it may be said that while it is difficult at this 
early date to appraise fairly the results of the Webb Act, there 
is some reason to fear that its consequences so far as both 
domestic and foreign trade are concerned will be harmful, even 
though it leads to a considerable increase in our export trade. The 
author can only hope that the later course of events will prove this 


gloomy foreboding to be unjustified. 


ELIoT JONES 
LELAND STANFORD UNIVERSITY 


* House Report No. 1118, 64th Congress, first session. 











NOTES 


PAINLESS SOCIALIZATION IN HOLLAND 


Some time ago the Social Democratic Labor Party of Holland, 
actuated by the sense of a change imminent in the economic life of 
Europe, appointed a commission to study the problem of industrial 
socialization in all its practical bearings in Holland proper. This com- 
mission presented the result of its researches and deliberation on April 
6, 1920. 

After a brief review of the wastefulness inherent in the present 
capitalistic régime, the growing restlessness and sense of class-feeling 
in the ranks of the toiling masses, the report recommends a general 
policy of state socialization by slow degrees, the process beginning at the 
point where “ waste in production can be prevented through the concerted 
organization of productive forces.” Production would be enhanced and 
its effective organization saved for the community when costly com- 
petition, the production of unnecessary luxuries, and profit-taking by 
middlemen are eliminated. The middle classes, as well as the workers, 
the report declares, would like to see production carried on for the benefit 
of consumers, and not for the enrichment of the few. Throughout, the 
report maintains the view that socialization must be carried out as a 
socio-technical necessity, for the benefits of the whole community, and 
not the workers alone, and that all classes, including the state, should 
be proportionately represented on the directive boards of the various 
industries. 

The problem of socialization is defined as “the methodical transfer 
of all production to the control of the community, signifying the com- 
pletion of the transition from capitalism to socialism.’”” Among the 
industries considered ripe for socialization are all capitalistic monopolies 
in which the process of concentration has given great powers of ownership 
and control to a handful of men, such as the coal-mining industry, the 
system of transportation, the supply of electric energy, and the industries 
supplying the primary necessities of life in food, shelter, and raiment. 
In these essential industries competitive production must be eliminated, 
the capital invested in unnecessary undertakings transferred to more 
productive uses, and the producers and the consumers brought in closest 
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contact. All primary industries must be socialized first, together with 
all those in which competition with its practices of adulteration, re- 
striction of output, price inflation, etc, has become extremely injurious 
to the community as a whole. Generally speaking, the condition of 
ripeness for socialization is determined by the degree of industrial 
development and financial concentration, and, secondly, by the extent 
to which state control and supervision may be advantageously applied. 
The commission is careful to point out the dangers lurking in wholesale 
socialization, especially in industries which cannot as yet be described as 
monopolistic. Where immediate socialization is inexpedient, the com- 
mission advocates the establishment of competing, price-regulating 
concerns by the state, which would tend to diminish private profit-taking 
by keeping commodity price-levels low; it is believed that this partial 
method of socialization will hasten the day of complete socialization, 
while at the same time it will educate and keep at the disposal of the state 
a staff of experts and managers able to insure a continuance of production 
when the moment for socialization arrives. As a transitional measure 
the commission advocates the granting of state assistance to retail 
co-operative societies by furnishing them with capital and intrusting 
them with the work of distribution of the products of socialized industries 
to the community at large. 

The problem of compensation of dispossessed owners is not ignored. 
The community cannot afford to see its industrial experts and managers 
withdraw in protest or disorganize those industries which are to be left 
temporarily in private hands. The compensation, whether established 
by the actual value of the property, the market value of its shares, or 
some other means, must in principle be high enough to maintain pro- 
duction at the plants and shops undisturbed, but, on the other hand it 
should not aim to make good the loss of future profits, or the loss of 
values enhanced by causes lying outside the ability and control of the 
owners. ‘The commission urges the expropriation of real estate, including 
the canceling of all existing concessions in land, and the compulsory 
purchase of contract rights. The expropriation fund for the compensa- 
tion of former owners of socialized industry should be obtained by the 
state chiefly by a levy on property and by death duties. 

In the general field of organization of socialized industry the com- 
mission approved national, provincial, or local forms of management, 
according to the scope and importance of the particular industry. But 
under no circumstances must these industries become the specific 
property of those immediately and directly engaged in them. The 
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community—local, provincial, or national—is the true owner; the con- 
sumer, not the worker. The industrial units should furthermore be 
free from all political partisan interference and influence, but should 
be constituted ‘‘as autonomous public bodies, in connection with which 
political representative bodies will have the power of supreme general 
control, and the state the right of veto as regards decisions of radical 
importance.”’ The jurisdiction of political bodies means control and 
inspection, but not interference in the work of actual management. 
That should be delegated to the council of directors, made up directly of 
various groups of workers and the community. The management 
should enjoy full freedom of initiative and responsibility. Besides that, 
the employees organized in group or personnel councils, whose members 
are to be nominated for election by the trade unions, are to have a direct 
and determining influence in factory and shop management, especially 
in everything relating to conditions of work, rates of payment, pro- 
motion, etc., thus bringing together the managers and the trade unions 
in the interests of their particular industrial enterprise. The power of 
absentee capitalistic ownership and the influence of politics are thus 
believed to be equally eliminated from production. A permanent court 
of arbitration is also provided intended to secure and safeguard by legal 
means the rights of individual workers against arbitrary action on the 
part of the management. 

The commission also approves the establishment of a national 
economic council, comprising representatives of the managers of the 
various industries, workers’ councils, trade unions, members of Parlia- 
ment, with the Minister of Industry acting as the ex-officio president, 
whose principal functions would be to bring order and uniformity in 
the management of socialized concerns, to secure the equality of working 
conditions the country over, to stimulate and to further progress in the 
arts and sciences of production, to direct the general methods of dis- 
tribution of commodities, to prepare the way for the socialization of 
other industries from time to time, etc. 

But the bulk of the report is given over to an examination of indi- 
vidual industries and the outlook for their immediate, partial, or deferred 
socialization. The report covers practically every industry and occupa- 
tion of the little country of Holland. It is only possible to present in a 
brief article the outstanding characteristics of this portion of the report, 
omitting details as well as whole industries. The document is practical 
if anything, as though the commission expected the work of socialization 
to begin on the morrow, and was chiefly anxious to avoid the slightest 
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break in or interference with the productive processes, to secure a social 
revolution without pain or even discomfort to the community. In fact, 
there are lacking the usual phrases about an impending social cataclysm. 
No anathemas are directed at bourgeois imperialism, no appeals to 
the proletariat. No dictatorship, only socialization—when expedient, 
necessary, possible—with compensation to former owners. 

A few examples will suffice. Thus, the report declares, “the socializa- 
tion of bread-making is a necessity, because private management leads 
to immeasurable waste of working energy, with the result that bread 
is dearer than it should be.”” The state is urged to establish flour mills 
and bakeries, a bread council to supervise production and distribution of 
bread; but the making of cakes and other delicacies should be permitted 
to remain under private control. In the matter of milk, butter, 
and cheese, which are produced on innumerable small farms, state 
ownership would be impractical, but the state should establish a “pur- 
chasing monopoly”’ directing producers to deliver their dairy produce to 
none except those appointed by the state. This would enable the 
latter to control prices and distribution, though “the farmers would have 
to be given a certain voice in price fixing.” Later, in the fulness of time, 
the state will socialize the centralized cheese and butter factories. 

Socialization must of necessity be gradual in the textile industry. 
Thus the first step in socializing the cotton goods industry would con- 
sist in contracting with certain mills for the delivery of a large quantity 
of fabrics to local communities, there to be made up into clothing, 
household cotton furnishings, etc., and sold directly to the consumers. 
The middleman is thus at once eliminated. A state monopoly could 
also be easily established for the purchase of home-grown wool, since 
this work is already being carried on by associations; this partial control 
of the raw material will enable the state to assume control over the 
strongly centralized worsted, hosiery, blanket, and tricot factories. In 
footwear, the state should take over and improve the largest factories, 
and eliminate the weak and the poorly equipped shops; it should at the 
same time nationalize the import trade in hides and socialize the tan- 
neries. 

Good examples of regional allocation are presented in the cases of 
fuel production and the general retail trade. The commission recom- 
mends that the coal industry and the coal import trade, including 
the production of electric energy, should be a national concern. The 
distribution of electric current, however, should be intrusted to the 
provincial and local authorities. The retail trade is clearly a local affair, 
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and the commission, in view of the complicated and variable character of 
retail trading, is inclined to believe that its complete socialization is 
inexpedient for the present. But the commission proposes to curtail 
and to control prices by extending state and local aid to the co-operative 
distributive societies and by helping to place their oganization on a 
nation-wide economic basis. 

An interesting section of this report deals with the manner of social- 
izing agricultural land. The idea of agricultural co-operation is well 
entrenched in Holland, including the co-operative marketing and trans- 
portation of farm produce. Holland also is acquainted with the growing 
phenomenon of an increasing class of farm tenants, capitalistic land 
concentration with the incomplete utilization of available productive 
land areas. It has been noticed that while farm values have risen, the 
working costs have also increased, and that the tendency among farm 
owners is to decrease expenditures by turning whole fields to pasture or 
turning farm hands off the land. Socialization of land, says the report, 
will relieve the farm tenant of the sense of insecurity, and allow the com- 
munity to profit by the most complete and efficient utilization of available 
farm land. Nationalization should proceed gradually, first, by taking 
over unused land, the productivity of which could be increased by drain- 
age, clearance, and parceling out; second, by expropriation of leased, 
unproductive, badly managed farms, and farms changing ownership, as 
in case of the owner’s death. The community may lease out small 
farms to individuals, but it should itself run the large tracts of land under 
salaried managers. 

One of the largest problems, next to land, is the management of 
transportation. The Dutch socialists would place the railway, light 
railway, and tramway systems under national, provincial, and local 
control, respectively. Inland canal and river shipping should be gradu- 
ally brought under national control, as well as the Dutch portion of the 
Rhine traffic. The country’s high seas tonnage should be nationalized 
at once. Ocean shipping has been a source of large unearned profits 
to its owners, especially the carrying of emigrants under inhuman 
conditions. The commission candidly admits that the important part 
played by foreign shipping, competition in freight rates, the cost of 
maintaining the uncertain business of tramp lines, and the duty devolv- 
ing upon the state to improve the emigrant service would make shipping 
costly to run, but it is nevertheless optimistic as to the ultimate result. 
It confidently declares that “there is no valid reason to believe that a 
state organization well managed and free from red tape should fail where 
private concerns have proved successful.” 


ite... 
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Optimism underlies every page of this serious, restrained, practical 
report. The Dutch socialist is not excited by the impending social 
revolution; indeed, he stubbornly refuses to see things red. His mind 
is not ablaze with a new declaration of human rights and liberties. 
He sees socialization as a business affair, as a necessary change in indus- 
trial management, as the creation of a new board of directors, which 
everybody will cheerfully accept—in Holland at least. The thought of 
a social war or class struggle does not darken the Dutch mind. A 
dictatorship by workers only is presumably unthinkable to the commis- 
sion—not thinkable in safe, comfort-loving, conservative Holland, at 
least. The change is assumed to be necessary, practical, inevitable, and 
its coming could be understood by business interests, capitalists, 
managers, and orthodox socialists alike. Who would then want to 
oppose or delay it? The commission of the Social Democratic Labor 
Party of Holland sees no enemies. It believes therefore, that it has 
solved the problem of socialization (revolution, they call it in less 
fortunate countries) as a matter of expediency, practical application, 


and details. 
EuGENE M. KAYDEN 
YALE UNIVERSITY 








LABOR CONDITIONS IN SOVIET RUSSIA‘ 


In the face of the dearth of information on the internal affairs of 
Soviet Russia, the appearance of a 400-page report and bibliography 
on labor conditions is a promise of light in dark places. The Inter- 
national Labor Office, a part of the machinery of the League of Nations 
which is actually in operation, has assembled the available documents 
in an attempt to present evidence free from all prejudice and political 
consideration. M. Albert Thomas, the director of the Labor Office, 
calls it “the most complete study that exists from the bibliographical 
point of view and the most coherent from the point of view of social 
legislation on the Bolshevik régime.” 

The work had its origin at a meeting of the governing body of the 
International Labor Office, held in January, 1920, when M. Sokal, the 
Polish government delegate, proposed the appointment of a commission 
“to study the industrial conditions and the situation of the working 
classes in certain eastern European countries and in particular in Soviet 
Russia.”” It devolved upon the Labor Office to draw up the program 
for the inquiry. Since it proved to be impractical to begin an investiga- 
tion in Russia before the declaration of peace, it was held to be of utmost 
importance to proceed at once to gather all the material bearing upon 
labor conditions in Russia available in western Europe. Accordingly, 
in February and March, 1920, research was undertaken, under the 
direction of Dr. Pardo, one of the first members of the staff of the Office, 
in Paris and London. Supplementary investigations were made in 
Switzerland, Sweden, Italy, and Germany. 

Compulsory work.—On coming into power, the Bolsheviks enacted a 
great mass of social legislation which had the effect of extreme regulation 
of industrial operations. Much of this has since been modified to meet 
the needs of the extraordinary situations which faced the new govern- 
ment. The urgent requirement for increased production led to the 
introduction of compulsory work. Perhaps no other phase of labor 
conditions in Soviet Russia has been the subject of more discussion. 
To western trade unionists who have jealously guarded the right to 
strike as absolutely essential to the liberty of the worker, enforced 
labor is an unacceptable idea. 

«Prepared for the Mission of Enquiry in Russia by the International Labor 
Office, Harrison and Sons, London, 1920. 
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The Russian Constitution of July 10, 1918, proclaims: 

The Russian Socialist Soviet Republic considers it the duty of every 
citizen of the republic to work, and adopts as motto: “He who does not work 
will not eat.” 

Lenin is quoted in a passage from Soviets at Work to show the develop- 
ment of the principle enunciated in the constitution: 

The introduction of obligatory labor service should be started immediately, 
but it should be introduced gradually and with great caution, testing every 
step by practical experience, and, of course, introducing first of all obligatory 
labor service for the rich. 

The editor of the report remarks that while the principle originally 
formulated was in no way alarming, the recent applications of it appear 
to be very extensive. The state has since assumed “the right to oblige 
the citizen to work and even to assign to him the work he must do, and 
to punish him if he does not obey. Human labor is the property of the 
state.” 

The permanent exemptions from compulsory labor as stated in 
Articles 2 and 3 of the Russian Labor Code, 1919, were those persons under 
sixteen or over fifty and those who had lost their working ability as a 
result of mutilations and illness. Temporary exemptions were made 
for persons who were ill and for pregnant women. Articles 1o and 11 
provide that: 

Persons subject to compulsory labor have the right to apply their labor in 
accordance with their speciality . . . . but if this class of work is not available 
.... must accept the work offered. 

Toward the end of 1919 the government had 3,000 factories to run 
and compulsory labor became “the burning question of the day ..... 
The state, according to the Bolshevik idea, feeds the population by 
making itself the organizer of a colossal exchange of industrial products 
against agricultural products. To insure the success of this exchange 
the state had to have full and absolute control over all the existing 
economic forces, including that of labor. .... We see thus that the 
nationalization of industry and commerce brings with it in its train 
compulsory labor.” 

The idea of militarization of labor was soon to become a characteristic 
of the Bolshevik régime. The idea is expressed in a document of 
Trotskv’s in December, 1919, entitled Liberty of Labor and Obligation 
to Work. In this he said: 


As long as universal labor service has not become habitual and is not 
considered absolutely necessary by everybody (which will only be accomplished 
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by education, and will only receive its full application in the next generation), 
the transition to a régime of universal labor service can only be accomplished 
by coercion, that is to say by the armed forces of the state. 


At the third Congress of Economic Councils in January, 1920, 
Lenin, indorsing militarization, said: 

We have now a phenomenon common between two periods, the period 
occupied entirely with war and the peace period. The former is not yet 
finished, for it is certain that the capitalists will try again to attack Russia; 
by all sorts of maneuvers and promises they wish to compel Poland to march 
against us..... We must now adapt our war apparatus to new work..... The 
situation is this: on the one hand, famine, cold, and typhus, and on the other 
a colossal energy, the extraordinary will of the working and peasant masses 
ected In order to execute this task with the colossal rapidity required, we must 
create armies of labor, we must concentrate all our forces on the labor front with 
the maximum of tension, with a truly military spirit of implacable decision. 


The editor’s comment on these passages is as follows: 

Nothing could be more frank than these words on the liberty of labor. 
This liberty is illusory if the country is dying of hunger. To conquer famine 
labor must be organized, and the state alone must be free to concentrate 
the efforts of the citizens on the most urgent necessities. 


The extent to which this program has been put into practice is not 
known. At the beginning compulsory labor appears to have been con- 
fined to work necessary to run the important industries. A decree 
dated November, 1919, made woodcutting and the transport of fuel and 
military supplies compulsory and called women as well as men to work. 
A wireless message dated January 5, 1920, tells of the organization of a 
commission to register all skilled labor and to put it into operation. 
The same commission was to “insure the participation of the garrisons 
in agricultural work and others demanding a mass of man-power.” 
Trotsky, nominated president of this commission, addressed a stirring 
exhortation to the first labor army, the results of whose work are said 
to have been extraordinary. 

No light is thrown upon the relation of this commission and the 
unions, or upon the fate of the labor distribution bureaus. 

A wireless message dated February 10, 1920, stated that the appeals 
of the people’s commissaries and of the Central Committee for the 
intensification of labor were finding “an enthusiastic echo through all 
Russia.”” An incomplete message on the following day mentions the 
institution of labor identity books. These books were to serve as passports 
and would only be issued “to workers and employees according to lists 
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furnished by the enterprises where they work. .. . . Once the distribu- 
tion is finished, all those who have no labor booklets will be sent to 
work by the Labor Distribution Section.” 

Messages received later in February spoke of the creation of two 
new labor armies “to ameliorate transport in the southeastern railway 
region,” and of others in the Urals, the Ukraine, and the Caucasus. A 
letter from the correspondent of the Daily News (February 27) stated 
that “labor generally is being militarized to an amazing extent.” Four 
of Trotsky’s six armies had been turned into labor armies. “The 
Bolsheviks boast that not another government in the world would dare 
to turn troops mobilized for fighting purposes into ranks of laborers 
immediately after they have triumphantly terminated a bloody war.” 

Disciplinary labor tribunals were empowered to enforce the observ- 
ance of the compulsory labor decree. These tribunals were authorized 
to fix penalties which were in the maximum “almost equivalent to penal 
servitude.” 

The account of compulsory labor in Russia concludes with the 
unsatisfactory statement that it is impossible to say to what extent such 
labor has been actually practiced, what penalties have been inflicted, 
or what results have been obtained. 

Unemployment.—Obviously unemployment ceases to exist where the 
plan of compulsory labor is effectively used. No information is given 
as to the details of the transition from the earlier period, when un- 
employment was apparently serious, to the state of affairs in which 
compulsory labor was considered necessary. The documents concern 
the earlier unemployment legislation, the substance of which appears 
not to have been repealed. 

The legislation of 1917 dealing with unemployment had the double 
aim of prevention and relief. A system of labor exchanges provided for 
the distribution of the workers among the different industries and 
apportioned relief in conformity with the law insuring against unem- 
ployment. The scarcity of food in many regions where workers were 
needed proved a great obstacle in adjusting the supply of labor. Refusals 
to accept work became frequent, and in September, 1918, the Commis- 
sary of Labor issued a decree forbidding such refusals. The labor 
exchanges were empowered to distribute the unemployed in their own or 
allied trades. Harvest and food transport work were made obligatory 
without respect to the trade to which the unemployed workers belonged. 
If transfer to another locality became necessary, unmarried workers 
were sent first. The penalties for refusal to work were chiefly deprival 
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of monetary help for three months and of the right of registration in a 
labor exchange. 

In 1918 the statutes establishing the labor exchanges were annulled 
and a new department of the Commissariat of Labor, the Department 
of the Distribution of Labor, was created. The functions of its local 
offices were similar to those of the exchanges. An unemployed person 
still had no right to refuse work, even if the work was outside his specialty. 
Violations of the rules of labor distribution were made punishable by 
fine or imprisonment. 

The establishment of unemployment funds was provided for by 
decrees in November and December, 1917. These funds were to be 
maintained by contributions from employers at a minimum of 3 per 
cent of the wages paid. Daily payments were to be made to the un- 
employed, equal in amount to their total salaries, in case unemployment 
lasted more than three days. General municipal funds were to be 
instituted in towns and districts. A law passed in August, 1918, provided 
that after nationalization enterprises must continue to pay the sums 
fixed by !aw for insurance. In October, 1918, it was decreed that the 
amount subscribed should be 5 per cent of the wage for season workers 
and 4 per cent for other workers. 

The usual paucity of information with regard to the application of 
the law is pleaded, and the small amount of evidence available as to its 
success or failure is not consistent. The account concludes with the 
following statement: 


The recent application of compulsory labor must have had a decided 
effect on unemployment. What these effects are, our data do not tell us, nor 
do they enable us to give a definite opinion on the subject. 


The length of the working day.—The Russian Labor Code of 1919 
adopted the general principle of the eight-hour day, but practically all 
of the provisions regarding overtime and suspension of work could be 
set aside until the end of hostilities “by agreement with the workers of 
the undertaking concerned and their trade unions.” No statistics were 
found to show the customary working hours of the various industries 
in Russia after the passage of the legislation, but it is stated that “the 
working time-table was very irregular in the various factories, everything 
depending on the fickle will of the workers’ congresses of control... . . 
But the necessity to increase production is driving the Russian govern- 
ment to experiment with the various systems tending to increase the 
amount of labor applied to industry.” 
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Voluntary work.—During the latter half of 1919 a system of voluntary 
work, or work on Saturday (and sometimes also on Sunday) was inaugu- 
rated. It is not clear whether this term is used to indicate simply over- 
time or work outside the worker’s specialty. ‘‘ Bolshevik wireless” 
messages are quoted to indicate the prevalence of Saturday work. Only 
three of the eight messages quoted on pages 34-36 to establish this point 
actually mention Saturday (or Sunday) work, and one of these refers to 
students of the Communist party. A letter from Mr. George Lansbury 
of the London Daily Herald mentions the increase of overtime and of 
voluntary work, which ‘‘means that people work at occupations other 
than their normal ones in order to assist the nation.” It is finally 
concluded from wireless messages “which evidently come from official 
sources’ that “the working day is still in principle eight hours, but as 
a temporary measure, to overcome the crisis in production and transport 
at present raging in Russia, the working day is prolonged to ten hours 
and the weekly rest on Sunday now done away with.” After this 
definite statement, however, the editor presents questions as to whether 
this measure has actually been applied, and whether it covers cases where 
work is compulsory. 

The work of women and children.—The labor of women and children 
was limited by the decrees of 1917 to a greater extent, in many respects, 
than it has been restricted in western countries. Women could not 
work overtime or at night, and were exempt from compulsory labor 
eight weeks before and eight weeks after confinement (Code of Labor 
laws). The employment of children under fourteen, of children under 
sixteen for more than four hours a day, and of children under eighteen 
for more than six hours a day was prohibited. Children under sixteen 
could not be employed at night or at compulsory labor. On account 
of war conditions, many of these restrictions were apparently removed 
temporarily. 

The Code of 1919 stipulated that “working women who execute the 
same work in quality and quantity as men receive the same salary as the 
latter.” The wages of apprentices were fixed for the various trades, but 
no one over eighteen years of age was admitted as an apprentice. 

Wages.—The Supreme Council of Popular Economy published a 
decree on December 19, 1917, fixing a basis for wage scales. The 
elements to be taken into consideration were the cost of living, the pro- 
fessional ability of the wage-earner, and the danger incurred, as well as 
economic conditions in general. As these vary in the different regions 
of the country, a commission with representatives from the central 
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professional organizations was set up for the purpose of determining the 
regions and the fundamental rates. Subsequently the actual method 
appears to have been for the trade unions interested or the Central 
Executive Committee of Soviets to work out a project which was con- 
firmed by the Commissariat of Labor and published as a decree. In 
June, 1918, and following, a tendency toward payment in kind appeared, 
owing to the depreciation of money. Although payment in general was 
on a time basis, piece work also existed. A decree of the Commissariat of 
Labor published in January, 1918, stated that “piece work must be done 
in all cases where the salary commissions in agreement with the work 
committees find it expedient to employ this system in the interests of 
normal production and find it to be technically possible.” The Code of 
Labor laws for 1919 stipulated that “remuneration for piece work is 
determined by the calculation of the daily tariff rates divided by the 
quantity of pieces constituting the standard production.” 

The editor laments the lack of information in regard to the working 
out of the wage legislation and the ability of the workingman to obtain 
the necessaries of life with the wages paid. The evidence is considered 
insufficient for a decision whether the system adopted by the Bolshevik 
government “‘is one of the causes of the ruin of Russian industry, or if 
on the contrary it was the best system to adopt in the exceptional cir- 
cumstances then reigning in the country.” 

Trade unions.—The chapter on trade unions is one of the most con- 
fused and unsatisfactory in the report. It appears to have suffered 
from the difficulties in translation by persons unfamiliar with the corre- 
sponding trade-union terminology in English. An instance of this is 
the designation of “professional unions” and “professional problems” 
(pp. 187, 190). The discussion of the political relations between the 
trade unions and the government ends with a declaration of “‘absence 
of documentation” on the subject and of the need for further investiga- 
tion in Russia. 

The greater number of trade unions apparently disappeared during 
the early years of the Great War. After the Bolshevik revolution the 
unions revived and increased in membership. At the first congress of 
trade unions in January, 1918, 4,000,000 workers were represented. By 
the decree of August, 14, 1918, the trade unions were to send representa- 
tives to the Supreme Council of National Economy (thirty out of 
sixty-nine members), and to nominate representatives in several other 
governing bodies. 

The functions of the trade unions are characterized as being on the 
one hand political (representation in the soviets), and on the other 
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economic (participation in the administration and management of 
factories and the regulation of working conditions). The Professionalny 
Vestnik (the Syndicalist Messenger) is quoted as giving the number of 
enrolled workers in a list of principal industries in 1918 as 60 per cent. 

The organizations were industrial in form. The Metal Workers’ 
Union, for example, comprised 290 different trades. The local unions 
were grouped in provincial unions which united in national or all-Russian 
groups. The 50 all-Russian unions were united in the Russian Central 
Council of Trade Unions. 

Trade unions were apparently divided in 1918 over “nationalization,” 
which is here defined as the question ‘‘whether the unions should col- 
laborate with the state in order to attain objects of a general political 
or economic order.”’ In the discussions of the trade-union congress of 
1918, the Bolshevik members took the position that the unions should 
collaborate fully with the state in socialist reconstruction, while the 
Mensheviks and the Monarchist Syndicalists took the opposite position. 

The nationalization of industry.—By 1918 about 36 per cent of the 
industrial undertakings in Russia were nationalized (that is, taken over 
by the central government). By the middle of 1919 the number of 
nationalized factories had increased to 3,000, or go per cent of the 
industries of the country. 

The central machinery for this vast undertaking of nationalization 
was the Supreme Council of Popular Economy, which had wider powers 
than those of any other European ministry. This council had authority 
to regulate absolutely the economic life of the country. It was in its 
turn subordinate to the Council of People’s Commissaries. ‘The 
council is elective, the predominant elements coming from the trade 
unions and the district councils of popular economy.” 

The local administration of each factory was in the hands of a director 
and a manager appointed by the appropriate sections of the Supreme 
Council of Popular Economy. The manager was assisted by an adminis- 
trative economic council consisting of representatives of workers, 
employees, the technical and commercial staff, the director, the local 
trade union, the Workers’ Co-operative, and the Council of Peasants’ 
Delegates. The number of workers’ and employees’ representatives 
was not to exceed one-half of the total number of the council. Practi- 
cally nothing is known of the actual working of this organization. 

The present demoralization of Russian industry is generally admitted. 
Those hostile to the Soviet system attribute this in large part to national- 
ization and the hasty and badly organized methods by which it has been 
carried out. The Bolsheviks “ascribe the catastrophe to causes wholly 
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unconnected with nationalization.” In their opinion these causes are 
the inheritance of five years of war, the civil war instigated by the Allies, 
the demobilization of industry, and the blockade. The report states 
that ‘“‘in the present state of documentary evidence, it is almost im- 
possible to express a definite opinion on this question.” 

Only fragmentary evidence is presented as to the actual operation 
of industry under workers’ control, a form of direction which was tried 
in the early days of the Bolshevik régime. Commissary Schmidt is 
quoted as follows: 

Of course, control by the workers, as it was first introduced, led speedily 
to many absurdities and, much to the dissatisfaction of the extremer elements, 
has been considerably modified. It was realized that the workers in any 
particular factory might, by considering their own interests, harm the com- 
munity as a whole, and so, in the long run, themselves. 


By the beginning of 1919 centralized control had superseded local 
control. In January, 1920, Lenin spoke of the management of the 
nationalized industries as follows: 

Practical work depends upon the responsibility of one person, because this 
system enables one to discover and utilize the actual efficiency of each worker 
re It is evident trade unions must take part in economic administration, 
as this is the foundation of our program but it is sufficient for them to put 
forward candidates. 


In the chapter in Soviets at Work, entitled “The Need of Specialists,” 
Lenin wrote: 

Without the help and direction of specialists in the various branches of 
learning, of technique, and endowed with experience, the change to socialism 
is impossible ..... We have at present been obliged to resort to the middle- 
class method and promise a very high rate of remuneration in order to obtain 
the services of the most important middle-class specialists ..... It is true 
that high salaries involve great danger; they exercise a corrupt influence. 
But every reasonable man must agree that we cannot free ourselves of the evils 
of capitalism at one stroke. .... 

The co-operative societies —The relation of the Russian co-operatives 
to the Soviet government has been one of international interest since 
the attempt of the Entente in January, 1920, to resume economic relations 
with Russia through their agency. The history of the great develop- 
ment of Russian co-operation just prior to the war and of its continued 
growth through the war period and afterward, is given largely in the 
words of Mme Lenskaja in her report on Russian co-operation at the 
Co-operative Congress at Genoa in April, 1920. Co-operation “pro- 
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tested vigorously against the overthrow of the Kerensky government” 
and against the Brest-Litovsk treaty. The Soviet government first 
“disdained co-operation”’ and later made use of the co-operatives. In 
December, 1918, Lenin said: 

The Soviet government has reached a stage of reconstruction where the 
efforts of all classes of workers must be brought into action. The experience 
and capacity of the co-operative organizations can be particularly helpful in 
the realization of its end. 

According to Mme Lenskaja, the soviet authorities made a “‘ complete 
seizure’’ of co-operation in the fusion of the economic organizations of 
the state with the co-operative societies. It appears, however, that the 
co-operative leaders remained at their posts and “‘by a strange paradox 
the co-operatives are thus at one and the same time all powerful and in 
subjection. It is they alone who insure the provisioning of Russia, but 
they are no longer masters of their own destiny.” It is not known 
whether the co-operatives are today “more than an institution of the 
Soviet state.” 

Appended to the report is a bibliography of 107 pages listing the 
books, pamphlets, and newspaper and magazine articles which formed 
the source material of the report. Critical notes on various publications 
are also added. These are in fact brief descriptions and summaries of 
65 miscellaneous publications of 1918 and 1919. 

It should be remembered that the primary purpose of the report was 
to point the way for a future commission of inquiry. The haste with 
which the work has been done is perhaps pardonable because of the 
urgency of the need. More thorough editorial work would have im- 
proved the classification and typography, eliminated the vagueness 
with which reference to sources is usually made, and given greater 
definiteness of application to many of the statements. To cite two 
examples only: the Supreme Council of National Economy (p. 177), 
the Supreme Council of Popular Economy (p. 195), and the Supreme 
Council of Public Economy (p. 200), leave the reader in doubt as to the 
number of bodies referred to. 

More disturbing than superficial evidences of haste is the impression 
one gains that much of the work has been done by persons inexperienced 
in handling documentary material. Nevertheless, the volume stands as 
a monument of industry applied in the short time of its preparation and 
comprises one of the most important contributions yet made to the 
highly important task of understanding Russia. 

Amy Hewes 


Mount HOoLryoKE COLLEGE 








THRIFT AND THE STANDARD OF LIVING 


It is a common error among economists who have not trained them- 
selves to see things in their larger relations to assume that there is 
something antagonistic between thrift and a high standard of living. 
That this assumption is wrong will be obvious to anyone who once under- 
stands what a high standard of living really is, and what thrift really 
means. There may be said to be a high standard of living among the 
people of any community or class when its members commonly refuse to 
marry and have children, or generally postpone marriage and child- 
bearing until they are able to provide themselves and their families with 
a considerable number of other satisfactions. In a very true and special 
sense, the standard of living may be said to include the total number of 
things which the average person prefers to marriage and children. 
Anything—leisure, a house, an automobile, foreign travel, a library, 
education, amusement—which the individual desires strongly enough 
to cause him to postpone marriage and family building until he can 
afford it, may be said to enter into his standard of living. If there are 
few things which he insists upon having before undertaking the responsi- 
bilities of a family, his standard of living is low; if there are many 
such things, his standard of living is high. 

There does not appear to be any good reason for distinguishing 
among those things which a man insists upon having before undertaking 
the support of a family, or for saying that some of them enter into his 
standard of living and others do not. If in one class a man must afford 
a house rather than a flat, while in another he must afford an automobile 
before he will marry, there is as good reason for including the house in 
the one’s standard of living as for including the automobile in the 
other’s. If in a third class a man will not marry until he can afford 
an insurance policy, and in a fourth class he will wait until he has a 
savings account of a certain size, then, by the same reasoning, the 
insurance policy and the savings account enter into their standards of 
living. There is no reason for believing that the standard of living 
is any lower in classes three and four than in classes one and two. Yet 
classes three and four are thrifty classes. In short, the time element 
enters into one’s standard of living as well as into every other subject 
of economic choice. 

One of the commonest things in real life is for men and women 
to postpone marriage until they have “saved up” enough to provide 
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themselves certain comforts and conveniences. In such cases thrift is a 
necessary part of the standard of living. If they wait until they have 
saved enough to buy a house, a farm, a shop, or to make certain invest- 
ments, these things become a part of their standard of living. In 
fact, it is the writer’s observation that the thriftiest people are the 
people with the highest standard of living. These are the people who 
rank economic safety high among the desirable things of life—to whom 
the thought of an uncertain future is as painful as present deprivation, 
and to whom that of a future well provided for is as satisfying as the 
immediate gratification of the senses. 

The difficulty with those who fail to see the relation between thrift 
and a high standard of living is not due solely to their failure to under- 
stand the real meaning of the standard of living. It is sometimes 
due to a failure to understand thrift. Thrift does not consist in refusing 
to spend money or to buy things. It consists, under a money economy, 
in spending money and buying things, but in spending money for things of 
a kind different from that which thriftlessness buys. Thrift buys 
things with a relatively vivid appreciation of the future, thriftlessness 
buys things with a relatively dull or weak appreciation of the future. 
Thrift regards future needs as comparable in importance with present 
desires, thriftlessness regards present desires as of greater importance 
than future needs. 

Thrift emphatically does not consist in hoarding money. In these 
days that is one of the most thriftless things one can do with money. 
It consists in spending money for things which will bring a permanent or 
a durable advantage. It very generally, though not exclusively, con- 
sists in investing money, that is, in buying income-bearing goods. This 
may be done directly, as when a farmer buys a tractor, or improves his 
farm as a producing unit. It may be done indirectly, as when one 
deposits money in a savings bank, buys an insurance policy, or a cor- 
poration bond. In all these and many other cases the saver merely 
turns his money over to other agencies and they do the investing, that 
is, they buy the producer’s goods or the income-bearing goods with it. 

It is obvious, is it not, that when a farmer buys a tractor he spends 
money as truly as when he buys a luxurious automobile, and that 
the money spent employs as much labor and stimulates business as much 
in one case as in the other. Temporarily, he has, by so doing, deprived 
himself of a means of immediate enjoyment. In the long run, however, 
farmers who undergo this form of deprivation spend more money and 
have more means of enjoyment, possibly better automobiles, than those 
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thriftless farmers whose standard of living never looks to the future. 
As a matter of observation, thrifty communities spend more money, 
in the long run, than thriftless communities for the sufficient reason 
that they have more money to spend. But even with their larger 
expenditures, so long as they remain thrifty a larger proportion of their 
money is spent for producers’ goods than is true in a thriftless community. 

It ought not to be necessary to add. that in advocating a higher 
degree of thrift one is not advising people to spend all their money for 
producers’ goods and none for consumers’ goods. If it were the writer’s 
opinion that any community was going too far in this direction, he would 
feel justified in advising a lower degree of thrift, even at the risk of 
being accused of advising the cessation of ai// thrift. The writer does 
not know of any suchcommunity. It seems that there is everywhere too 
little rather than too much thrift. He therefore feels justified in advo- 
cating more thrift, even at the risk of being accused of advising people 
to invest al] their money and consume nothing. 

The foregoing remarks are not altogether without point. In 
Professor Moulton’s interesting appraisal of my recent book, in the 
Journal of Political Economy for April, 1920, he accuses me of incon- 
sistency in advocating both a high standard of living and a high degree 
of thrift, and, besides, seems to imply that my ideas on thrift would 
lead to a cessation of all buying of consumers’ goods. I hope that I 
have shown that this does not involve any lack of consistency and that 
there is such a thing as a wise balance in the spending of money. I 
have counted eight other cases in Professor Moulton’s appraisal where 
he has shown a similar inability to see things in their larger relations, 


but one illustration is enough. 
T. N. CARVER 


HARVARD UNIVERSITY 


A COMMENT 

Professor Carver’s definition of the standard of living, as given above, 
is, of course, a legitimate one, and everyone will be grateful to him for 
clearing up an obscurity in his treatise. I had judged from his discussion 
of the importance of maintaining a high standard of living as a means 
of raising wages, that he was thinking of a high standard of living as 
synonymous with high consumption, for he specifically refers to the 
desire of the individual for consumption goods (p. 395) and does not 


mention the taking out of insurance, etc. 
H. G. Mouton 
































BOOK REVIEWS AND NOTICES 


Commercial Policy in War Time and After. By WittiaM SMITH 
CULBERTSON. New York: Appleton, 1919. Pp. xxiv+479. 
$2.50 net. 


This volume is one of the series “‘ Problems of War and of Recon- 
struction.”” The publisher’s advertisement speaks of it as a “con- 
structive study of the national and international problems affecting the 
commercial policy of the United States in war time and during the period 
of reconstruction.” 

Dr. Culbertson possesses excellent equipment for writing such a 
book by virtue of his scholastic preparation and his long experience with 
governmental agencies—most recently the Tariff Commission—charged 
with the furnishing of data for the formation of the nation’s commercial 
policies. There are three main divisions in the treatment of the subject: 
Part I, ‘‘War’s Effect on Industry’’; Part II, “American Commercial 
Policies”; and Part III, ‘‘World Commercial Policies.”” The main text 
is followed by nearly a hundred pages of appendixes, devoted to such 
varied subjects as a statistical study of American manufacturing 
industries, the Japanese demands on China, and the covenant of the 
League of Nations. Most of these could be omitted without injury to 
the book since reference is made to them only incidentally. 

In Part I, the author discusses the effect of the war on industries in 
general throughout the world—depressing some, stimulating some, 
relocating some. He also examines the effect on certain special indus- 
tries, such as the chemical industry. He considers the effect of these 
changes on competitive conditions after the war, and concludes that the 
increase in our own productive capacity will intensify competition for 
both foreign and domestic trade. 

In Part II, Dr. Culbertson discusses the measures which should be 
adopted by this country in order to protect its industries from the sharp 
competition which he fears from abroad. One means of defense suggested 
is a protective tariff, based upon differences in costs of production to be 
determined by a tariff commission. For further protection it is suggested 
that countervailing duties be imposed to cover bounties granted by 
private cartels or associations, preferential railroad and steamship rates, 
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or any similar grants that tend to nullify the protection expected from 
the tariff. 

A second defensive measure urged is legislation to prevent dumping. 
The author’s protectionist leaning is shown here also by the fact that 
he is interested almost exclusively in preventing foreign producers from 
dumping goods in our markets. He would prevent “all selling in the 
United States at prices below those that prevail generally abroad, or 
that are below the cost of manufacture abroad” (p. 154). 

So far as dumping in foreign markets by American producers is 
concerned Dr. Culbertson seems conscious of no special duty on our 
part. That is a matter for legislation by the country affected. ‘“‘Pro- 
ducers have a right to seek whatever markets they choose for their 
goods” (p. 143). What of American consumers; have they no interest 
in the matter? The usual argument is advanced here that American 
consumers may benefit by allowing protected industries to dump their 
occasional surpluses because this procedure makes possible the continuous 
and most economical operation of the industry. The reviewer confesses 
that this argument has never been convincing to him. The same result 
would be obtained by selling the surplus in the domestic market, and the 
home consumers would thereby benefit. There would be no more like- 
lihood of “spoiling the market’’ than there is that the local retailer 
will spoil his market by his occasional bargain sales. 

Three lines of national encouragement and assistance for export trade 
are suggested: co-operation among producers; enactment of legislation 
permitting the establishment of free ports within the country; and the 
adoption of bargaining tariffs to insure equality of treatment in inter- 
national commercial relations. 

In Part III the author takes the position that there are many com- 
mercial practices which arouse antagonism and bitterness and these he 
says will “sow the seeds of future strife’’ just as similar acts have paved 
the way for past conflicts. Many of these practices are beyond the 
reach of national regulation. He therefore proposes international 
regulation under the League of Nations. These unfair methods include 
bounties on production and exportation; counterfeiting and imitating 
goods of a foreign competitor; artificial depression of prices by organized 
buyers; espionage through foreign banks; unfair price cutting; breach 
of contract; full-line forcing; bribery; threats; boycotts; disparage- 
ment of goods; discrimination in communication and transportation; 
and trade forcing through financial domination. 
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The author advocates international agreemen:, through treaty or 
conventions, upon what shall be regarded as unfair and undesirable 
trading methods. A commission—or possibly two, one for transpor- 
tation and one for trade—should then be established under the League 
of Nations to investigate and make public infringements of the inter- 
national rules. To show that this proposal is not so radical and untried 
as might appear, attention is directed to some of the forms of international 
control of trade, such as the Inter-Allied Food Council and the Inter- 
Allied Munitions Council, which were in effect during the war. 

The creation of an international tariff commission is also urged. 
The duties of such a body would be the amicable adjustment of trade 
difficulties; the collecting and publishing of information concerning all 
the tariffs in the world; the interpretation of the most favored nation 
clauses; the investigation of concealed discriminating tariffs; and the 
collection of data on competitive conditions in each country. 

Dr. Culbertson has given us a very readable and suggestive discussion 
of commercial policy. He sees commercial rivalry as one of the most 
important causes leading to war, and his purpose is to suggest means 
whereby these causes of conflict may be removed. A considerable measure 
of international control is his remedy. He does not, however, go so far 
as to subordinate national interests to international considerations. 
Nationalism and internationalism he regards as complementary ideals. 

Readers of this volume will be conscious of a strong flavor of idealism 
throughout, but it is an idealism based upon sound theoretical and 
practical grounds. The reviewer fears, however, that the author is 
too optimistic when he assumes that because our people willingly sub- 
mitted to restrictions imposed by the War Trade Board and similar 
bodies during the war, they have acquiesced in the view that the public 
interest is more controlling than the private interest. The ugly scramble 
on the part of the various groups in our industrial society, each intent 
on getting its feet in the trough, during the two years since the armistice 
has shown that mankind has not changed as much as we had hoped. 
The sacrifices made by all classes during the war, instead of developing 
any permanent trend toward self-abnegation, have merely made most of 
these classes more determined, now that the war is over, to make the 
other groups recompense them for such self-denial. The predatory 
instinct appears to be as strong as ever. 

The author’s confidence that our great strength will not be used 
“to further selfish national interests that will rouse the jealousy of other 











790 BOOK REVIEWS AND NOTICES 


nations and sow the seeds of future strife’’ seems to be unfounded. It 
is exactly this narrow selfish nationalism which has been most potent in 
the political campaign that has been waged with such bitterness during 
the past two years. This suggests the chief weakness of Dr. Culbertson’s 
proposal; it requires a greater vision than men appear yet to possess. 


N. R. WHITNEY 


UNIVERSITY OF CINCINNATI 


Personnel Administration. By Orpway TEAD AND HENry C. 
Metcatr. McGraw-Hill Book Co. Pp. 520. $5.00. 


The phrase “ personnel administration’’ does not excite the romantic 
interest today that its equivalent of “employment management” 
awakened a few years ago. Then the dawning consciousness that there 
was such a thing as “labor turnover” and that employment matters 
could be concentrated in a functionalized department, so stimulated 
the public imagination that a flood of literature was let loose which soon 
bade fair to deluge the librarians. 

While the words have been multiplying however, events have been 
marching on. It was chiefly the technique of employing workmen that 
interested the innovators in 1916. Since then we have seen great 
improvements in technique but it is the fundamental relationship 
between employers and workmen that interests us now. The onward 
surge of the labor movement demands action of one sort or another 
upon far-reaching policies of collective bargaining, work, and pay, and 
control over industry itself. That the business executives of the country 
have failed to realize the situation is patent, but their advisers upon the 
human problem have, as a group, almost equally failed to think the 
problem through. 

It is especially timely therefore that Messrs. Tead and Metcalf 
should produce this work, which is an honest and intelligent effort to 
induce employers to face the industrial problem intelligently and with 
a liberal spirit. There is a full and satisfactory discussion of the more 
technical branches of personnel work, such as employment method, 
health and safety, education, research, and rewards. Although the 
reviewer finds himself disagreeing with many of the specific methods 
advanced, in particular with the authors’ tendency toward a multiplica- 
tion of ‘red tape,’”’ he does not know of any other book on the subject 
which is, on the whole, as sure-footed. 
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The real core of the book, however, is not a survey of detailed 
policies but a plea for the common determination by employer and 
employees of the conditions of work and of production. Nor are the 
authors deceived into believing that these questions can be settled by the 
improvisation of a shop committee. They poirct out that the more 
basic problems cannot be solved by a shop organization alone but need 
to be determined for each industry as a whole. They argue, therefore, 
for industrial bodies representing both labor and employers and modeled 
upon the Whitley Councils. They point out, moreover, that in both 
shop and industry it is better to have the workers represented by their 
already existing unions than to attempt to set up independent organiza- 
tions. Without blinking the many difficulties which arise in dealing with 
organized labor, they argue cogently that in the long run such a policy 
is economically advantageous. 

Although not as incisively phrased or as brilliant as Sidney Webb’s 
Works Manager Today, or Common’s Industrial Good Will, this is 
nevertheless a good book in a field where good books are unfortunately 


rare. 


Paut H. Dovuctas 
UNIVERSITY OF CHICAGO 


Labor and the Employer, By SAMUEz GompERS. New York: E. P. 
Dutton and Company. Pp. vi+320. 

Labor and the Employer cousists of a compilation of speeches, reports, 
writings, and testimony either of Mr. Gompers or those who have been 
associated with him and which he has adopted as coinciding with his 
views. Like any book of assembled quotations taken largely from one 
source and extending over a period of years, there is some waste due to 
overlapping and to the rephrasing but nevertheless repetition of ideas. 
The inconsistency which might be expected under such circumstances, 
however, does not appear, except for minor conflicts in logic, such as 
may be found in advocating the shorter workday first on the basis of 
the need of the worker for more recreation; secondly, because it would 
not decrease but rather increase production; and thirdly, if necessary 
to reduce the unemployment and the glut of labor on the market. And 
it is safe to say that Mr. Gompers’ ideas always will be. 

Mr. Gompers is a trade unionist with each letter of the phrase spelled 
in capitals. He witnessed the decay of the Knights of Labor. Accord- 
ing to his observations, centralization of power in the hands of the 
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national body, a softening of purpose due to the fact that it took into 
membership farmers and small business men, and an attempt to remedy 
conditions through political effort were some of the more potent factors 
which wrought its end. The American Federation of Labor was not to 
risk the same failure. The methods of action were settled in the middle 
eighties, and to this day the American Federation of Labor has been 
consistent, and Mr. Gompers even more so. 

It is unnecessary to point out that the materials present opportunity 
for controversy on the part not only of employers, but of dissenters 
among the American Federation of Labor. It has been ventured by 
some very worthy friends of labor that when Mr. Gompers has finished, 
the argument has just begun. But such comments are aside from the 
point. Labor and the Employer presents the orthodox as contrasted 
with the unorthodox and heterodox. It is trade unionism speaking 
through the lips of the man most qualified to speak, if age, experience, 
leadership, courage, and sincerity are the proper bases of qualification. 
To those who seek to grasp some of the inwardness of the unfolding 
labor movements of the day, and particularly to the employer who 
would like to know what the trade unionist’s views are upon the sub- 
jects of employers and employers’ organizations, the open shop, strikes, 
boycotts, arbitration, collective bargaining, profit-sharing and co- 
operation, the “true democratization of industry,” and a host of related 
subjects touching the relationship of employer and employee, this book 
will prove especially useful. 


WILLARD E. ATKINS 
UNIVERSITY OF CHICAGO 





